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CHAPTER  II— FOOD  AND  NUTRITION 
SERVICE,  DEPARTMENT  OF  AGRI¬ 
CULTURE 

SUBCHAPTER  A— CHILD  NUTRITION 
PROGRAMS 

PART  225— SUMMER  FOOD  SERVICE 
PROGRAM  FOR  CHILDREN 

Final  Rule 

AGENCY:  Food  and  Nutrition  Service, 
USDA. 

ACTION:  Pinal  rule. 

SUMMARY:  The  Department  is  issu¬ 
ing  final  regulations  for  the  Summer 
Pood  Service  Program  for  Children  in 
order  to  provide  for  the  administra¬ 
tion  and  implementation  of  the  Pro¬ 
gram  for  the  upcoming  summer 
period.  These  regulations  are  based  on 
both  the  interim  and  the  proposed 
regulation  issued  on  Janurary  31,  1978 
and  February  3,  1978  respectively,  and 
reflect  the  E)epartment’s  consideration 
of  public  comments  on  both  those  reg¬ 
ulations. 

DATE:  Effective  March  28,  1978. 

FOR  FURTHER  INFORMATION 
CONTACT: 

Mr.  Henry  S.  Rodriguez,  Acting  Di¬ 
rector,  Child  Care  and  Summer  Pro¬ 
grams  Division,  Pood  and  Nutrition 
Service,  U.S.  Department  of  Agricul¬ 
ture,  Washington,  D.C.  20250,  202- 
447-8211. 

SUPPLEMENTARY  INFORMATION: 
On  January  31  and  February  3,  there 
were  published  in  the  Federal  Regis¬ 
ter  interim  and  proposed  regulations 
(43  FR  4038  and  43  FR  4622,  respec¬ 
tively)  for  the  Summer  Food  Service 
Program  for  Children,  authorized  by 
Section  13  of  the  National  School 
Lunch  Act,  as  amended  by  Pub.  L.  95- 
166,  approved  November  10,  1977.  Reg¬ 
ulations  were  issued  on  interim  and 
proposed  bases  becasue  the  Depart¬ 
ment  determined  that  such  action  was 
in  the  public  interest.  The  portion  of 
Program  regulations  found  in  the  in¬ 
terim  regulations  contained  provision 
which  required  timely  action  by  the 
Department  and  State  agencies. 

A  public  comment  period  for  interim 
regulations  extending  through  Febru¬ 
ary  21,  1978  was  provided  for.  The 
period  for  comment  on  the  proposed 
regulations  ran  through  February  24, 
1978.  A  total  of  82  communications 
were  received  and  evaluated  and  the 
following  discusses  those  comments, 
and,  where  applicable,  the  areas  of 
final  regulations  changed  because  of 
them. 


General 

A  significant  number  of  comments, 
as  well  as  general  inquires  received  by 
the  Department,  indicate  that  there 
are  misunderstandings  as  to  the  differ¬ 
ence  between  participation  by 
“camps”  and  other  sponsors.  Under 
the  Act,  “service  institution”  (sponsor) 
is  defined  as  a  nonresidential  public  or 
private  institution  or  a  residential 
public  or  private  nonprofit  summer 
camp.  Generally,  a  nonresidential  in¬ 
stitution  must  establish  eligibility  to 
participate  in  the  Program  for  each 
site  by  demonstrating  that  one-third 
of  the  children  residing  in  the  area 
served  by  the  site  are  eligible  for  free 
or  reduced  price  school  meals  or  that 
one-third  of  the  children,  enrolled  are 
eligible  for  such  meals.  Such  sponsors 
are  permitted  to  serve  up  to  three 
meals  to  each  child  each  day  (includ¬ 
ing  at  least  one  supplement).  They 
may  claim  reimbursement  for  all 
meals  served.  Residential  summer 
camps  do  not  have  to  demonstrate 
either  that  they  serve  an  area  of  poor 
economic  conditions  or  that  one-third 
of  the  enrolled  children  are  eligible  for 
free  or  reduced  price  school  meals. 
They  are  permitted  to  serve  up  to  four 
meals  to  each  child  each  day,  but  may 
claim  reimbursement  only  for  meals 
served  free  to  enrolled  children  who 
meet  the  eligibility  standards  for  free 
and  reduced  price  school  meals. 

A  nonresidential  sponsor  whether  or 
not  it  can  meet  the  “poor  economic 
conditions”  qualifications  is  eligible  to 
participate  in  the  Program  as  a 
“camp”  by  operating  as  an  enrolled 
program  and  serving  four  meals  to 
each  child  each  day  (or  three  meals 
consisting  of  a  breakfast,  lunch,  and 
supper).  Such  a  “camp”  may  claim 
reimbusement  only  for  meals  served  to 
children  who  are  eligible  for  free  or  re¬ 
duced  price  school  meals. 

Definitions 

A  number  of  commenters  suggested 
that  “rural”  and  “outreach”  or  “rural 
outreach”  be  defined  in  regulations  in 
order  to  clarify  the  extent  of  such  out¬ 
reach  intended  by  the  law  and  regula¬ 
tions.  While  the  Department  is  sympa¬ 
thetic  to  the  reasons  for  such  sugges¬ 
tions,  it  believes  that  the  intent  of  the 
rural  outreach  requirement  is  adquate- 
ly  dealt  with  in  §  225.5(c)  and  feels 
that  such  definitions,  if  included, 
could  be  counterproductive  in  that 
they  might  not  adequately  deal  with 
State  or  local  conditions,  and  hence, 
might  interfere  with,  rather  than 
assist,  State  agency  efforts  in  this 
regard.  The  Department  intends  to 
more  specifically  address  this  issue, 
and  the  concerns  expressed  about  it, 
next  year  through  the  F*rogram  man¬ 
agement  and  administration  plan. 

With  regard  to  the  definition  of 
“children”,  several  commenters  asked 
that  for  various  reasons  the  age  limit 


be  raised  to  21  years.  The  law  specifi¬ 
cally  defines  “children”,  other  than 
the  handicapped,  as  being  18  years  of 
age  and  under.  As  a  result,  this  change 
cannot  be  made  in  the  regulations. 

Only  two  comments  were  received  on 
the  definitions  relating  to  Program 
funding  in  response  to  the  specific  re¬ 
quest  in  the  preamble  to  the  interim 
regulations.  The  Department  believes 
that  the  definitions  found  in  the  inter¬ 
im  regulations  are  adequate  for  Pro¬ 
gram  use  and  any  significant  changes 
in  them  at  this  point  could  adversely 
affect  Program  planning  already  initi¬ 
ated  by  the  Department  and  State 
agencies.  The  Department  will,  howev¬ 
er,  continue  to  examine  this  area  in 
connection  with  future  Program  regu¬ 
lations. 

Procedures  for  Approval  of  Sponsors 
AND  Sites 

Several  commenters  objected  to  the 
50  site  limit  placed  on  certain  sponsors 
which  are  allowed  to  participate  with¬ 
out  providing  a  year-round  service  to 
the  community.  The  Department  is  re¬ 
taining  the  limitation  in  final  regula¬ 
tions  because  it  firmly  believes  that 
the  administration  of  a  large,  multisite 
food  service  operation  requires  a  well 
organized,  established  administrative 
structure.  However,  sponsors  serving 
migrant  children  would  be  exempted 
from  the  50-site  limitation  if  they 
have  a  history  of  successful  service  to 
the  migrant  community.  Generally 
speaking,  appropriate  State  or  local 
initiative  can  result  in  additional  spon¬ 
sors  being  available  to  serve  areas  re¬ 
quiring  50  or  more  sites. 

Responsibilities  of  State  Agencies 

A  number  of  resi>ondents  objected  to 
the  30  and  15  day  time  limits  by  which 
certain,  specified  State  agency  person¬ 
nel  must  be  available  for  Program-re¬ 
lated  duties.  The  Department  is  sensi¬ 
tive  to  many  of  the  arguments  pre¬ 
sented  against  these  limits  but  also  is 
convinced  that  there  are  some  situa¬ 
tions  which  justify  retention  of  this 
provision.  Accordingly,  final  regula¬ 
tions  contain  the  same  requirement 
but  modify  it  somewhat  by  allowing 
State  agencies  to  petition  FNS  for  a 
relaxation  of  the  requirement  based 
on  submission  of  evidence  that  such 
relaxation  will  not  prevent  the  State 
from  carrying  out  its  responsibilities 
on  a  timely  basis.  In  this  regard  the 
Department  believes  that  exceptions 
relating  to  field  staff  might  be  reason¬ 
able  if  the  workload  assigned  to  and 
the  training  of  such  personnel  permit 
a  later  hiring  date.  On  the  other  hand, 
the  work  related  to  the  application  ap¬ 
proval  process  and  other  administra¬ 
tive  work  is  less  predictable  and  excep¬ 
tions  covering  that  work  would  be 
made  only  where  there  is  every  assur¬ 
ance  that  it  will  not  adversely  affect 
Program  operations. 
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Based  on  several  relevant  comments, 
the  Department  believes  it  is  appropri¬ 
ate  for  State  agencies  to  allow  camps 
to  participate  in  the  Special  Milk  Pro¬ 
gram  and  to  be  reimbursed  for  milk 
served  to  children  from  whom  no  re¬ 
imbursement  may  be  claimed  under 
the  Program.  Recognizing  the  ac¬ 
countability  problems,  there  still  is  no 
other  reason  to  deny  participation  in 
the  Special  Milk  Program,  as  long  as 
there  is  no  overlap  in  reimbursement 
claimed. 

Several  commenters  objected  to  the 
provision  that  sponsors  will  not  be  al¬ 
lowed  to  participate  if  their  adminis¬ 
trative  personnel  have  not  attended 
State  agency  training.  The  Depart¬ 
ment  recognizes  the  possible  difficul¬ 
ties  this  could  present  for  both  State 
agencies  and  sponsors.  However,  the 
Department  believes  that  this  training 
is  an  essential  component  of  and  pre¬ 
requisite  to  successful  Program  par¬ 
ticipation  and  that  a  good  faith  effort 
on  the  part  of  the  State  agency  and 
sponsor  alike  will  eliminate  potential 
problems  in  this  area.  The  new  provi¬ 
sion,  therefore,  puts  the  burden  on  the 
State  agency  to  ensure  that  the  neces¬ 
sary  training  is  provided.  Several  com¬ 
menters  objected  to  the  use  of  statisti¬ 
cal  sampling  on  the  grounds  that 
there  wsus  insufficient  knowlege  avail¬ 
able  on  the  subject  to  expect  it  to  be 
properly  implemented  this  year.  Final 
regulations  allow  State  agencies  to  use 
statistical  sampling  if  they  so  wish  and 
indicate  the  Department’s  intention  to 
do  so  on  a  selected  basis.  The  Depart¬ 
ment  has  been  made  aware  of  appar¬ 
ent  confusion  surrounding  the  terms 
“food  specifications”  and  “meal  qual¬ 
ity  standards.”  As  suggested  in  the 
preamble  to  the  interim  regulations, 
“food  specifications”  deal  with  the 
quantity  and  quality  of  food  items 
which  might  be  served  as  part  of  a 
meal  under  the  Program.  In  this  case, 
quantity  refers  to  standard  sizes,  mea¬ 
surements,  etc.,  by  which  individual 
items  may  be  evaluated  in  light  of  the 
meal  requirements  in  §  225.10.  Quality 
deals  with  the  grading  standards,  fat 
.  content,  etc.  of  each  item.  “Meal  qual- 
'  ity  standards”  are  primarily  guidelines 
which  suggest  how  food  items  may. 
within  Program  meal  requirements,  be 
brought  together  to  provide  for  nutri- 
<  tional  adequancy,  as  well  as  meal  ac¬ 
ceptability.  The  meal  quality  stan¬ 
dards  are  not  menu  cycles  but  should 
be  reflected  in  the  menu  cycles  re¬ 
quired  in  food  service  management 
.company  contracts  under  § 225.11(a) 
(2)(ii)  or  in  menu  cycles  developed  and 
used  by  sponsors  preparing  their  own 
meals. 

The  Department  is  also  aware  that 
there  is  some  question  as  to  whether 
or  not  State  agencies  must  utilize  the 
health  inspection  funds  provided  for 
in  §  225.5(t).  The  Department  believes 
that  the  law  authorized  these  expendi¬ 


tures  because  in  the  past  there  has 
been  inadequate  health  department 
coverage  available.  Therefore,  it  is  felt 
that  State  agencies  have  a  positive  re¬ 
sponsibility  to  use  these  funds  where 
additional  support  is  needed  to  insure 
the  quality  of  food  served  vmder  the 
Program  and  when  doing  so,  encour¬ 
age  the  use  of  impartial  testing  proce¬ 
dures. 

There  is  concern  that  because  of  the 
late  publication  of  these  regulations, 
as  well  as  the  newness  of  the  require¬ 
ment,  the  dates  for  implementation  of 
food  service  management  company 
registration  are  unrealistic.  The  De¬ 
partment  appreciates  this  concern  and 
has,  in  these  regulations,  moved  each 
relevant  date  to  a  timed  1  month  later 
than  in  the  interim  regulations  for 
programs  conducted  this  year.  Even 
though  there  is  a  feeling  that  the  ear¬ 
lier  dates  will  ultimately  be  more  con¬ 
ducive  to  a  meaningful  conduct  of  the 
registration  process,  the  Department 
believes  that  the  procedure  will  be  in- 
tially  best  served  by  an  orderly  and 
thoughtful  development.  In  subse¬ 
quent  years,  the  dates  will  revert  back 
to  those  originally  proposed.  Several 
commenters  expressed  concern  that 
the  provision  requiring  submission  of 
information  on  food  service  manage¬ 
ment  company  contract  terminations 
is  not  clear.  It  is  intended  that  this 
provision  apply  to  contract  termina¬ 
tions  which  result  from  a  failure  by 
the  food  service  management  company 
to  meet  the  terms  of  the  contract,  as 
determined  by  the  other  party  to  the 
contract,  or  by  an  individual  or  agency 
having  the  authority  to  make  such  a 
determination.  It  is  not  intended  to  in¬ 
clude  contracts  which,  for  example, 
terminate  on  an  agreed  upon  expira¬ 
tion  date,  or  under  circumstances 
where  a  party  other  than  the  food  ser¬ 
vice  management  company  defaults. 

One  commenter  suggested  that  in 
order  to  increase  the  effectiveness  of 
the  food  service  management  company 
registration  process,  the  serious  defi¬ 
ciencies  referred  to  as  grounds  for 
denial  of  registration  should  be  spe¬ 
cifically  enumerated.  The  Department 
supports  this  idea  and  these  regula¬ 
tions  describe  certain  deficiencies 
which  support  denial.  As  indicated  in 
the  regulatory  language,  however,  the 
named  deficiencies  are  not  all-inclu¬ 
sive  but  rather  are  illustrative  of 
grounds  for  denial. 

A  number  of  commenters  objected  to 
the  removal  of  the  traditional  provi¬ 
sion  allowing  States  to  establish  Pro¬ 
gram  requirements  not  inconsistent 
with  regulations.  The  provision  has 
been  reinstated  in  these  regulations 
along  with  a  qualification  that  any 
such  additional  requirements  be  ap¬ 
proved  by  FNS  prior  to  implementa¬ 
tion.  Certainly  requirements  which  are 
arbitrary  and  capricious,  or  which  pre¬ 
vent  eligible  children  from  receiving 


Program  services,  would  not  be  accept¬ 
able.  On  the  other  hand,  the  require¬ 
ment  for  food  service  management 
company  registration  was  first  made 
at  the  State  agency  level  and  it  has 
shown  itself  to  be  beneficial  to  Pro¬ 
gram  operations. 

Program  Management  and 
Administration  Plan 

A  number  of  comments  dealing  with 
the  Program  management  and  admin¬ 
istration  plan  were  received.  It  was 
suggested  among  other  things  that  a 
procedure  be  established  whereby  in¬ 
terested  parties  within  the  State  be 
given  an  opportunity  to  comment  on 
the  plan,  and  that  the  plan  require  a 
more  detailed  anaylsis  of  the  prior 
year’s  Program  in  light  of  the  plan  de¬ 
veloped  for  that  year.  Although  it  is 
much  too  late  to  consider  these  sug¬ 
gestions  for  this  year’s  Program,  they 
will  receive  ongoing  consideration  and 
any  additional  comments  in  this 
regard  would  be  welcomed. 

Reouirements  for  Participation 

Questions  have  been  raised  concern¬ 
ing  the  intent  of  §  225.9(a)(10)  which 
deals  with  the  participation  of  schools 
which  offer  summer  school  sessions. 
Simply  stated,  a  school  which  offers 
educational  courses  for  credit  and 
makes  a  food  service  available  only  to 
enrolled  children  as  part  of  its  summer 
school  program  is  not  eligible  for  the 
Program  since  it  is  eligible  under  those 
circumstances  to  participate  in  the  Na¬ 
tional  School  Lunch  and  School 
Breakfast  Programs.  Any  such  school 
or  any  other  school  which  is  eligible 
for  the  Progrram  and  which  serves  an 
eligible  area  or  eligible  children,  in¬ 
cluding  those  enrolled  in  credit 
courses,  outside  of  the  circumstances 
described  above,  may  participate  in 
the  Program. 

Some  concern  has  been  expressed 
about  the  proper  format  for  submis¬ 
sion  of  family  size  and  income  infor¬ 
mation  to  sponsors.  While  the  more 
proper  way  of  doing  this  is  a  certifica¬ 
tion  as  to  exact  income  level  and 
family  size,  the  Department  feels  that 
the  use  of  relevant  income  ranges  (i.e., 
those  which  refer  to  the  State’s  family 
size  and  income  standards)  and  a  certi¬ 
fication  thereto  would  be  acceptable. 

The  question  has  also  been  raised  as 
to  whether  a  State  agency  must  ap¬ 
prove  the  application  of  a  sponsor 
which  proposes  to  serve  a  meal  or 
meals  to  children  for  whom  another 
meal  or  meals  will  be  provide  by  an¬ 
other  sponsor.  The  Department  sug¬ 
gests  that  under  those  circumstances, 
whenever  possible,  the  sponsor  with 
the  highest  priority  be  encouraged  to 
provide  a  complete  meal  service.  If 
this  cannot  be  done,  the  State  agency 
should  process  applications  from  both 
sponsors.  In  doing  so.  State  agencies 
should  be  cognizant  of  the  meal  types 
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involved  (to  insure  that  both  sponsors 
will  not  be  approved  to  serve  the  same 
meal),  the  interval  between  proposed 
meal  service  times  (so  that  the  appli¬ 
cable  regulatory  requirement  will  be 
adhered  to),  and  the  regulatory  re¬ 
quirement  with  respect  to  limitations 
on  the  number  of  meals. 

Food  Service  Requirements 

A  number  of  comments  were  re¬ 
ceived  concerning  the  proposed 
change  in  the  pattern  for  supplemen¬ 
tal  food.  Almost  all  of  these  comments 
supported  the  choice  of  two  of  four 
components.  Accordingly,  these  regu¬ 
lations  retain  the  provision  found  in 
the  proposed  regulations. 

Food  Service  Management  Companies 

Based  on  comments  received,  several 
issues  iclating  to  the  use  of  food  ser¬ 
vice  management  companies  have 
been  clarified.  First,  the  requirement 
for  unitizing  meals  does  not  apply  to 
supplemental  food.  This  has  been  the 
Department’s  position  in  the  past  but 
apparently  this  fact  was  not  know  by 
some  individuals. 

These  regulations  also  permit  excep¬ 
tions  to  be  made  by  the  State  agency 
in  the  unitized  meal  requirement.  It  is 
intended  that  these  be  made  on  a  case- 
by-case  basis  for  reasons  such  as  to  ac¬ 
commodate  components  which  cannot 
be  packaged  with  the  remaining  com¬ 
ponents.  Examples  of  the  foregoing 
would  include  fruit  or  vegetable  juice 
and  a  meal  combining  hot  and  cold 
components.  Such  things  as  bulk  deliv¬ 
ery  to  sites  and  other  significant  di¬ 
gressions  from  the  unitized  meals  con¬ 
cept  should  not  be  allowed  since  they 
present  problems  of  accountability 
which  place  an  unnecessary  burden  on 
sponsor  and  site  personnel.  Sponsors 
should  seek  such  exceptions  from  the 
State  agency  in  writing  and  the  excep¬ 
tions  should  be  transmitted  to  the 
sponsors  by  the  State  agency  in  writ¬ 
ing. 

The  limits  under  which  bids  and 
contracts  need  not  be  accompanied  by 
bid  or  performance  bonds  has  been 
raised  from  $75,000  to  $100,000.  Very 
few  comments  were  received  which 
dealt  with  this  issue  but,  for  the  most 
part,  they  supported  the  increase  to 
the  higher  amount. 

IhiOGRAM  Payment  Procedures 

Several  respondents  objected  to  the 
provision  that  requires  a  State  agency 
to  make  advance  payments  to  a  spon¬ 
sor  whose  payment  request  is  received 
after  the  beginning  of  the  30-day 
period  which  precedes  the  payment 
date.  The  Department  understands 
the  administrative  problems  such  a  sit¬ 
uation  can  present  but  since  the  law 
specifically  requires  these  payments,  it 
believes  it  is  necessary  to  retain  the 
procedure  in  question. 


Some  confusion  apparently  exists 
concerning  which  payments  are  affect¬ 
ed  by  the  $40,000  advance  payment 
limit  requir^  by  the  Act.  This  limit 
applies  to  a  combination  of  both  ad¬ 
vance  administrative  cost  payments 
and  advance  net  Program  payments, 
as  these  terms  are  defined  in  the  regu¬ 
lations. 

Several  questions  were  raised  as  to 
whether  or  not  advance  administrative 
cost  payments  are  mandatory.  They 
are  mandatory  and  must  be  made  as 
long  as  the  applicable  regulatory  re¬ 
quirements  are  met  (e.g.,  request  by 
sponsor). 

Accordingly,  Part  225  is  revised  and 
reissued  as  follows: 

Subpart  A — Ganaral 

Sec. 

225.1  General  purpose  and  scope. 

225.2  Definitions. 

225.3  Administration. 

Subpart  B — State  Agency  Bravisione 

225.4  Procedures  for  approval  of  sponsors 
and  sites. 

225.5  Responsibilities  of  State  agencies. 

225.6  Program  management  and  adminis¬ 
tration  plan. 

225.7  Payment  and  use  of  State  adminis¬ 
trative  funds. 

225.8  Payments  to  State  agencies  and  use 
of  Program  funds. 

Subpart  C — Spansar  frovitiant 

225.9  Requirements  for  participation. 

225.10  Food  service  requirements. 

225.11  Food  service  management  compa¬ 
nies. 

225.12  Program  payments. 

225.13  Program  payment  procedures. 

225.14  Claims  against  sponsors. 

Subpart  D — Miccallanaout  Pravisiant 

225.15  Procurement  pro\'isions. 

225.16  Prohibitions. 

225.17  Free  meal  policy. 

225.18  Other  pro\isions. 

225.19  Program  information. 

Authority:  Sec.  2,  Pub.  L.  95  -166,  91  Stat. 

1325  (42  U.S.C.  1761);  Sec.  7,  Pub.  L.  91-248, 
84  Stat.  211  (42  U.S.C.  1759a). 

Subpart  A — Ganeral 

§  225.1  General  purpose  and  scope. 

This  part  announces  the  policies  and 
prescribes  the  regulations  under  which 
the  Secretary  will  carry  out  a  Summer 
Food  Service  Program  for  Children  to 
assist  States  through  grants-in-aid  to 
initiate,  maintain,  and  expand  non¬ 
profit  food  service  programs  for  chil¬ 
dren  during  the  summer  months  and 
at  other  approved  times.  The  food  ser¬ 
vice  to  be  provided  under  the  Program 
is  similar  to  that  provided  under  the 
National  School  Lunch  and  School 
Breakfast  Programs  and  is  intended  to 
serve  as  a  substitute  for  those  pro¬ 
grams  for  children  who  are  on  school 
vacation,  except  that  it  is  primarily  di¬ 
rected  toward  children  from  needy 
areas. 


§  225.2  Definitions. 

(a)  "Act”  means  the  National  Sc|iool 
Lunch  Act,  as  amended. 

(b)  “Administrative  costs”  means 
costs  incurred  by  a  sponsor  related  to 
planning,  organizing,  and  managing  a 
food  service  under  the  Program  (ex¬ 
cluding  interest  costs). 

(c)  “Administrative  costs  payment” 
means  financial  assistance  paid  to  a 
sponsor  for  its  administrative  costs. 

(d)  “Advance  payments”  means  fi¬ 
nancial  assistance  made  available  to  a 
sponsor  for  its  net  Program  costs  or 
administrative  costs  prior  to  the 
month  in  which  such  costs  will  be  in¬ 
curred. 

(e)  “Areas  in  which  poor  economic 
conditions  exist”  means  (1)  the  local 
areas  from  which  a  site  draws  its  at¬ 
tendance  in  which  at  least  33  per¬ 
cent  of  the  children  are  eligible  for 
free  or  reduced  price  school  meals 
under  the  National  School  Lunch  Pro¬ 
gram  and  the  School  Breakfast  Pro¬ 
gram.  as  determined  by  information 
provided  from  departments  of  welfare, 
zoning  commissions,  censiis  tracts,  by 
the  number  of  free  and  reduced  priced 
lunches  or  breakfasts  served  to  chil¬ 
dren  attending  public  and  nonprofit 
private  schools  located  in  the  areas  of 
Program  sites,  or  from  other  appropri¬ 
ate  sources,  or  (2)  an  enrollment  pro¬ 
gram  in  which  at  least  33  percent  of 
the  children  are  eligible  for  free  or  re¬ 
duced  price  school  meals  as  deter¬ 
mined  by  statements  of  eligibility 
based  on  the  size  and  incomes  of  the 
families  of  the  children  enrolled. 

(f)  “Camps”  means  (1)  residential 
summer  camps  which  offer  a  regularly 
scheduled  food  service  as  part  of  an 
organized  program  for  enrolled  chil¬ 
dren  and  which  serve  up  to  four  meals 
a  day.  and  (2)  nonresidential  programs 
which  offer  a  regularly  scheduled  or¬ 
ganized  cultural  or  recreational  pro¬ 
gram  for  enrolled  children  and  which 
serve  such  children  four  meals  a  day 
or  three  meals  consisting  of  a  break¬ 
fast,  lunch,  and  supper. 

(g)  “Children”  means  (1)  persons  18 
years  of  age  and  under,  and  (2)  per¬ 
sons  over  18  years  of  age  who  are  de¬ 
termined  by  a  State  educational 
agency  or  a  local  public  educational 
agency  of  a  State  to  be  mentally  or 
physically  handicapped  and  who  par¬ 
ticipate  in  a  public  school  program  es¬ 
tablished  for  the  mentally  or  physical¬ 
ly  handicapped. 

(h)  “Costs  of  obtaining  food”  means 
costs  related  to  obtaining  agricultural 
commodities  and  other  food  for  (X)n- 
sumption  by  children.  Such  costs  may 
include,  in  addition  to  the  purchase 
price  of  agricultural  commodities  and 
other  food,  the  cost  of  processing,  dis¬ 
tributing.  transporting,  storing,  or 
handling  any  food  purchased  for.  or 
donated  to,  the  Program. 

(i)  “Continuous  school  calendar” 
means  a  situation  in  which  all  or  part 
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of  the  student  body  of  a  school  are  on 
a  vacation  for  periods  of  15  continuous 
school  days  or  more  during  the  period 
October  through  April. 

(j)  “Department”  means  the  U.S. 
Department  of  Agriculture. 

(k)  "Fiscal  year”  means  the  period 
beginning  October  1  of  any  calendar 
year  and  ending  September  30  of  the 
following  calendar  year. 

(l)  “PNS”  means  the  Food  and  Nu¬ 
trition  Service  of  the  Department. 

(m)  “FNSRO”  means  the  appropri¬ 
ate  FNS  Regional  Office. 

(n)  “Food  service  management  com¬ 
pany”  means  a  conunercial  enterprise 
which  is.  or  may  be,  under  contract 
with  a  sponsor  to  manage,  or  to  pre¬ 
pare,  or  to  deliver,  or  to  serve,  or  any 
combination  thereof,  unitized  meals, 
with  or  without  milk,  for  children. 

(o)  "Income  accruing  to  the  Pro¬ 
gram”  means  all  moneys  (other  than 
Program  payments)  received  by  a 
sponsor  for  use  in  the  Program  from 
Federal,  State,  and  local  governments; 
from  food  sales  to  adults,  and  from 
any  other  source,  including  cash  dona¬ 
tions  or  grants. 

(p)  “Meals”  means  food  which  is 
served  to  children  at  a  food  service  site 
and  which  meets  the  nutritional  re¬ 
quirements  set  out  in  this  part. 

(q)  “Milk”  means  fluid  types  of  pas¬ 
teurized  flavored  or  unflavored  whole 
milk,  lowfat  milk,  skim  milk,  or  cul¬ 
tured  buttermilk  which  meet  State 
and  local  standards  for  such  milk.  In 
Alaska,  Hawaii,  American  Samoa, 
Guam,  Puerto  Rico,  the  Trust  Terri¬ 
tory  of  the  Pacific  Islands,  the  North¬ 
ern  Marianas  Islands,  and  the  Virgin 
Islands  of  the  United  States,  if  a  suffi¬ 
cient  supply  of  such  types  of  fluid 
milk  cannot  be  obtained,  reconstitut¬ 
ed,  or  recombined  milk  may  be  used. 
All  milk  should  contain  vitamins  A 
and  D  at  the  levels  specified  by  the 
Food  and  Drug  Administration  and 
consistent  with  State  and  local  stan¬ 
dards  for  such  milk. 

(r)  “Needy  children”  means  children 
from  families  whose  income  is  not 
above  the  applicable  Secretary’s 
income  poverty  guideline. 

(s)  “Net  Program  costs”  means  the 
cost  of  operating  a  food  sevrice  under 
the  Program,  including  (1)  cost  of  ob¬ 
taining  food.  (2)  labor  directly  in¬ 
volved  in  the  preparation  and  service 
of  food,  (3)  cost  of  nonfood  supplies, 
and  (4)  rental  and  use  of  allowances  of 
equipment  and  space,  but  excluding  (i) 
the  cost  of  the  purchase  of  land,  ac¬ 
quisition  or  construction  or  buildings, 

(ii)  alteration  of  existing  buildings, 

(iii)  interest  costs,  (iv)  the  value  of  in- 
kind  donations,  and  (v)  administrative 
costs;  less  income  accruing  to  the  Pro¬ 
gram. 

(t)  “Net  Program  payments”  means 
financial  assistance  paid  to  a  sponsor 
for  its  net  Program  costs. 

(u)  “OIG”  means  the  Office  of  the 
Inspector  General  of  the  Department. 


(V)  “Private  nonprofit”  means  tax 
exempt  under  the  Internal  Revenue 
Code  of  1954,  as  amended. 

(w)  “Program”  means  the  Siunmer 
Food  Service  Program  for  Children 
authorized  by  Section  13  of  the  Act. 

(x)  “Program  funds”  means  financial 
assistance  made  available  to  State 
agencies  for  the  purpose  of  making 
Program  payments. 

(y)  “Program  payments”  means  fi¬ 
nancial  assistance  in  the  form  of  start¬ 
up  payments  of  advance  payments  or 
reimbursement  paid  or  payable  to 
sponsors  for  net  Program  costs  and  ad¬ 
ministrative  costs. 

(z)  “Secretary”  means  the  Secretary 
of  Agriculture. 

(aa)  “Session”  means  a  specified 
period  of  time  during  which  an  en¬ 
rolled  group  of  children  attend  a 
camp. 

(bb)  “Site”  means  a  physical  loca¬ 
tion  at  which  a  sponsor  provides  or 
will  provide  a  food  service  for  children 
and  at  which  children  consume  meals 
in  a  supervised  setting. 

(cc)  “Sponsors”  means  nonresiden- 
tial  public  or  private  nonprofit  institu¬ 
tions  and  public  or  private  nonprofit 
camps  that  develop  special  summer  or 
school  vacation  programs  providing 
food  service  similar  to  that  available 
to  children  during  the  school  year 
under  the  National  School  Lunch  and 
School  Breakfast  Programs  (sponsors 
are  referred  to  in  the  Act  as  “service 
institutions”). 

(dd)  “Start-up  payments”  means  fi¬ 
nancial  assistance  made  available  to  a 
sponsor  for  administrative  costs  to 
enable  it  to  effectively  plan  a  food  ser¬ 
vice  under  this  part  and  to  establish 
efficient  management  procedures 
therefor. 

(ee)  “State”  means  any  of  the  50 
States,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  the 
Virgin  Islands  of  the  United  States, 
Guam,  American  Samoa,  the  Trust 
Territory  of  the  Pacific  Islands,  and 
the  Northern  Marianas  Islands. 

(ff)  “State  agency”  means  the  State 
educational  agency  or  any  other  State 
agency  that  has  been  designated  by 
the  Governor  or  other  appropriate  ex¬ 
ecutive  or  legislative  authority  of  the 
State  and  approved  by  the  Depart¬ 
ment  to  administer  the  Program 
within  the  State. 

§  225.3  Administration. 

(a)  Within  the  Department,  FNS 
shall  act  on  behalf  of  the  Department 
in  the  administration  of  the  Program. 

(b)  Within  the  States,  responsibility 
for  the  administration  of  the  Program 
shall  be  in  the  State  agency,  except 
that  FNSRO  shall  administer  the  Pro¬ 
gram  in  any  State  where  the  State 
agency  is  not  permitted  by  law  or  is 
otherwise  unable  to  disburse  Federal 
funds  paid  to  it  under  the  Program  to 
any  sponsor  in  the  State.  Each  State 


agency  shall  notify  the  Department  by 
each  November  1  as  to  whether  or  not 
it  intends  to  administer  the  Program. 

(c)  Each  State  agency  desiring  to 
take  part  in  the  Program  shall  enter 
into  a  written  agreement  with  the  De¬ 
partment  for  the  administration  of 
the  Program  in  the  State  in  accor¬ 
dance  with  the  provisions  of  this  part. 
Such  agreement  shall  cover  the  oper¬ 
ation  of  the  Program  during  the 
period  specified  therein  and  may  be 
extended  by  consent  of  both  parties. 

(d)  When  the  Secretary  determines 
that  the  State  is  not  operating  the 
Program  in  accordance  with  the  provi¬ 
sions  of  this  part,  he  shall,  through 
FNSRO,  assume  the  administration  of 
the  Program  in  the  State  as  provided 
for  in  §  225.18(b). 

(e)  FNSRO  shall,  in  the  States  in 
which  it  administers  the  Program, 
assume  all  responsibilities  of  State 
agencies  set  forth  in  this  part. 

Subpart  B — State  Agency  Provisions 

§  225.4  Procedures  for  approval  of  spon¬ 
sors  and  sites. 

(a)  The  State  agency  shall  determine 
the  eligibility  of  applicant  sponsors 
applying  for  participation  in  the  Pro¬ 
gram  in  accordance  with  the  applicant 
sponsor  eligibility  criteria  outlined  in 
§  225.9(a). 

(b)  The  State  agency  shall  not  ap¬ 
prove  the  application  of  any  applicant 
sponsor,  identifiable  through  its  cor¬ 
porate  or  other  organization  or  other¬ 
wise,  as  a  sponsor  which  participated 
in  the  Program  during  any  previous 
fiscal  year  and  which  was  seriously  de¬ 
ficient  in  its  Program  operations.  In 
the  event  an  applicant  sponsor’s  appli¬ 
cation  is  denied,  the  State  agency 
shall  inform  such  applicant  sponsor  of 
the  procedure  tO  request  a  review  of 
the  denial.  The  official  making  the  de¬ 
termination  of  denial  must  notify  the 
applicant  sponsor  in  writing  stating  all 
of  the  grounds  on  which  the  State 
agency  based  the  denial.  Serious  defi¬ 
ciencies,  which  are  groimds  for  nonap¬ 
proval  include,  but  are  not  limited  to, 
any  of  the  following: 

(1)  Noncompliance  with  the  applica¬ 
ble  bid  procedures  and  contract  re¬ 
quirements  of  Program  regulations; 

(2)  The  submission  of  false  informa¬ 
tion  to  the  State  agency; 

(3)  Failure  to  return  to  the  State 
agency  any  start-up  or  advance  pay¬ 
ments  which  exceeded  the  amoimt 
earned  for  serving  eligible  meals,  or 
failure  to  submit  all  Claims  for  Reim¬ 
bursement  in  any  prior  year:  Provided, 
however.  That  failure  to  return  any 
advance  payments  of  Claims  for  Reim¬ 
bursement  which  are  under  dispute 
from  any  prior  year  shall  not  be 
grounds  for  disapproval  in  accordance 
with  this  paragraph. 

(4)  Program  violations  at  a  signifi¬ 
cant  proportion  of  the  sites  which  in- 


FEDERAL  REGISTER,  VOL.  43,  NO.  60— TUESDAY,  MARCH  28,  1978 


13024 


RULES  AND  REGULATIONS 


elude,  but  are  not  limited  to,  the  fol¬ 
lowing: 

(i)  Noncompliance  with  the  between 
meal  time  requirements; 

(ii)  Failure  to  maintain  adequate 
records: 

(iii)  Failure  to  a^ust  meal  orders  to 
conform  to  variations  in  the  number 
of  participating  children; 

(iv)  The  simultaneous  service  of 
more  than  one  meal  to  each  child; 

(V)  The  claiming  of  Program  pay¬ 
ments  for  meals  not  served  to  partici¬ 
pating  children; 

(vi)  Service  of  a  significant  number 
of  meals  which  did  not  include  re¬ 
quired  quantities  of  all  meal  compo¬ 
nents; 

(vii)  Excessive  instances  of  off-site 
meal  consumption; 

(viii)  Continued  use  of  food  service 
management  companies  that  are  in 
violation  of  health  codes. 

(c)  Pending  the  outcome  of  a  review 
of  a  denial  of  an  application  for  Pro¬ 
gram  participation,  the  State  agency 
shall  proceed  to  approve  other  appli¬ 
cants  in  accordance  with  its  responsi¬ 
bilities  under  paragraph  (h)  of  this 
section,  without  regard  to  the  applica¬ 
tion  under  review. 

(d)  The  State  agency  shall  not  ap¬ 
prove  the  application  of  any  applicant 
sponsor  which  submits  fraudulent  in¬ 
formation  or  docximentation  when  ap¬ 
plying  for  Program  participation  or 
knowingly  withholds  information 
which  may  lead  to  the  disapproval  of 
its  application.  Complete  information 
regarding  the  disapproval  of  an  appli¬ 
cant  sponsor  on  the  basis  of  fradulent 
submission  of  information  shall  be 
submitted  by  the  State  agency  to  OIG. 

(e)  The  State  agency  shall  develop, 
in  accordance  with  the  requirements 
of  this  part  and  such  other  guidance 
as  may  be  furnished  by  the  Depart¬ 
ment.  a  site  information  sheet,  on 
which  applicant  sponsors  shall  pro¬ 
vide,  for  each  site,  information  to  dem¬ 
onstrate  or  describe; 

(1)  An  organized  and  supervised 
system  for  serving  meals  to  attending 
children; 

(2)  The  type  or  types  of  meals  to  be 
served  and  the  times  of  service; 

(3)  Arrangements,  within  acceptable 
standards  prescribed  by  the  State  or 
local  health  authorities,  for  delivery 
and  holding  of  meals  until  time  of  ser¬ 
vice.  and  if  there  are  excess  meals,  ar¬ 
rangements  for  storing  them  until 
they  are  served; 

(4)  Arrangements  for  food  service 
during  periods  of  inclement  weather; 

(5)  Access  to  a  means  of  communica¬ 
tion  for  making  adjustments  as  needed 
in  the  number  of  meals  delivered  in  ac¬ 
cordance  with  the  number  of  children 
attending  daily  at  each  site; 

(6)  The  geographic  area  to  be  served 
by  the  site; 

(7)  The  percentage  of  children 
served  by  the  site  who  meet  the  eligi¬ 
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bility  requirements  for  free  or  reduced 
price  school  meals; 

(f)  The  State  agency  shall,  when 
evaluating  proposed  sites,  insure  that: 

(1)  If  not  a  camp,  the  proposed  site 
serves  an  area  in  which  poor  economic 
conditions  exist; 

(2)  The  number  of  meals,  by  t3T)e, 
proposed  to  be  served  to  children  at 
the  site  does  not  exceed  the  number  of 
children  residing  in  the  area  to  be 
served,  or,  if  applicable,  the  niunber 
enrolled;  and 

(3)  The  area  which  the  site  proposes 
to  serve  is  not  or  will  not  be  served  in 
whole  or  in  part  by  another  site, 
unless  it  can  be  demonstrated  to  the 
satisfaction  of  the  State  agency  that 
each  site  will  serve  children  not  served 
by  any  other  site  in  the  same  area  for 
the  same  meal  and  that  the  total 
number  of  meals,  by  type,  served  to 
children  at  all  sites  does  not  exceed 
the  number  of  children  residing  in  the 
area. 

(g)  The  State  agency  shall  not  ap¬ 
prove  any  applicant  sponsor  to  operate 
more  than  200  sites  or  to  serve  an 
average  daily  attendance  of  more  than 
50,000  children  unless  it  can  demon¬ 
strate  to  the  satisfaction  of  the  State 
agency  that  it  has  the  capability  of 
managing  a  program  of  that  size. 

(h)  The  State  agency  shall  use  the 
following  order  of  priority  in  approv¬ 
ing  sponsors  to  operate  sites  which 
propose  to  serve  the  same  area  or  the 
same  enrolled  children: 

(1)  Applicant  sponsors  which  are 
public  or  nonprofit  private  schools  and 
other  applicant  sponsors  which  have 
demonstrated  successful  Program  per¬ 
formance  in  a  prior  year; 

(2)  Applicant  sponsors  which  pro¬ 
pose  to  prepare  meals  at  their  own  fa¬ 
cilities  or  which  operate  only  one  site; 

(3)  Applicant  sponsors  which  pro¬ 
pose  to  utilize  local  school  food  facili¬ 
ties  for  the  preparation  of  meals; 

(4)  eXher  sponsors  which  have  dem¬ 
onstrated  ability  for  successful  Pro¬ 
gram  operations;  and 

(5)  Applicant  sponsors  which  plan  to 
integrate  the  Program  with  Federal, 
State,  or  local  employment  or  training 
programs. 

(i)  State  agencies  may  approve  the 
application  of  an  otherwise  eligible  ap¬ 
plicant  sponsor  which  does  not  provide 
a  year-round  service  to  the  commimity 
wUch  it  proposes  to  serve  under  the 
Program  only  if  it  is  a  residential 
camp,'  or  an  iqjpllcant  sponsor  which 
provides  a  food  service  for  the  chil¬ 
dren  of  migrant  woi^ers,  or  when  a 
failiu'e  to  do  so  would  deny  the  Pro¬ 
gram  to  an  area  in  which  poor  eco¬ 
nomic  conditions  exist,  or  if  a  signifi¬ 
cant  number  of  needy  children  will 
not  have  reasonable  access  to  the  Pro¬ 
gram:  Provided,  however.  That  such 
an  applicant  sponsor  shall  not  be  ap¬ 
proved  to  operate  more  than  50  sites. 
The  State  agency  may  approve  appli¬ 
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cant  sponsors  which  provide  a  food 
service  for  the  children  of  migrant 
workers  to  operate  more  than  50  sites 
if  the  State  agency  determines  that 
such  sponsors  have  adequate  capabili¬ 
ties  and  facilities  and  have  provided 
services  to  migrant  communities  in 
prior  years.  State  agencies,  when  ap¬ 
proving  the  applications  of  such  appli¬ 
cant  sponsors  shall  take  particular 
care  to  ensure  that  such  applicant 
sponsors  are  timely  in  their  ^ogram 
planning  and  thoroughly  prepared  to 
assume  and  carry  out  all  Program 
res^nsibilities. 

(j)  Applicant  sponsors  which  qualify 
as  camps  shall  be  approved  for  reim¬ 
bursement  only  for  meals  served  free 
to  children  enrolled  who  meet  the  eli¬ 
gibility  requirements  for  free  and  re¬ 
duced  price  school  meals. 

§  225.5  Responsibilities  of  State  agencies. 

(a)  State  agency  personnel.  Each 
State  agency  shall  provide  sufficient 
qualified  consultative,  technical  and 
managerial  personnel  to  administer 
the  Program  and  monitor  performance 
and  to  measure  progress  toward 
achieving  Program  goals.  The  State 
agency  shall  assign  specific  Program 
responsibilities  to  such  personnel  so  as 
to  insure  that  all  applicable  require¬ 
ments  tmder  this  pait  are  met.  All  ad¬ 
ministrative  personnel  shall  be  em¬ 
ployed  and  available  for  Program 
duties  at  least  30  days  prior  to  the 
State  agency's  sponsor  application 
deadline  date  and  all  field  staff  per¬ 
sonnel  shall  be  employed  and  available 
at  least  15  days  prior  to  the  beginning 
of  Program  operations:  Provided,  how¬ 
ever,  That  the  State  agency  shall  hire 
additional  personnel  subsequent  to 
these  dates  if.  due  to  unanticipated 
Program  growth  or  Program  irregular¬ 
ities,  additional  personnel  are  needed. 
State  agencies  may  submit  to  FNSRO 
written  requests  for  exceptions  to 
these  hiring  dates.  Such  requests  shall 
include  information  in  sufficient  detail 
for  FNSRO  to  determine  that  the  ex¬ 
ception  is  necessary  for  and  will  not 
adversely  affect  optimal  Program  ad¬ 
ministration  and  operation. 

(b)  Program  assistance.  Each  State 
agency  shall  provide  Program  assis¬ 
tance  as  follows: 

(1)  Each  State  agency  shall  visit, 
prior  to  the  approval  of  the  applica¬ 
tion,  all  iqiplicant  sponsors  which  have 
not  previously  participated  in  the  Pro¬ 
gram  and  all  applicant  sponsors  who 
are  expected  to  receive  more  than 
$50,000  in  I*rogram  payments.  These 
visits  shall  be  made  for  the  purposes 
of  further  assessing  the  applicant 
sponsor’s  potential  for  successful  Pro¬ 
gram  operations,  assessing  informa¬ 
tion  submitted  on  its  application,  and 
assuring  the  State  agency  that  the  ap¬ 
plicant  sponsor  is  aware  of  its  respon¬ 
sibilities  under  the  Program. 

(2)  Each  State  agency  shall,  prior  to 
approval,  visit  each  new  proposed  non- 
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school  site  located  in  cities  whose  total 
elementary  and  secondary  public 
school  enrollment  exceeds  75,000  for 
the  purpose  of  evaluating  its  suitabil¬ 
ity  for  the  food  service  proposed. 

(3)  Each  State  agency  shall,  prior  to 
approval  of  any  site  with  a  proposed 
average  daily  attendance  of  more  than 
300  children,  visit  each  such  site  to 
evaluate  its  capability  of  serving  the 
number  of  children  expected:  Pro¬ 
vided,  however.  That  the  State  agency 
may  elect  not  to  carry  out  such  a  pre¬ 
approval  evaluation  if  the  site  has 
been  used  under  the  Program  in  a 
prior  year  and  the  State  agency  has 
documentation  on  file  which  supports 
the  capability  of  the  site  and  gives  evi¬ 
dence  of  successful  prior  Program  op¬ 
erations  at  the  site. 

(4)  Each  State  agency  shall,  prior  to 
approval  of  any  site  which  was  termi¬ 
nated  for  cause  in  any  previous  year, 
visit  each  such  site  to  assess  its  ade¬ 
quacy  for  successful  Program  oper¬ 
ation  and  suitability  for  the  food  ser¬ 
vice  proposed. 

(5)  Each  State  agency  shall  review 
during  the  first  4  weeks  of  operations, 
all  sponsors  which  operate  10  or  more 
sites,  and,  at  a  minimum,  an  average 
of  15  percent  of  the  sites  of  such  spon¬ 
sors,  to  insure  compliance  with  Pro¬ 
gram  regulations  and  with  the  Depart¬ 
ment’s  nondiscrimination  regulations 
(Part  15  of  this  title)  and  other  appli¬ 
cable  instructions  as  issued  by  the  De¬ 
partment. 

(6)  In  addition  to  the  review  require¬ 
ments  described  in  Paragraph  (b)(5)  of 
this  section,  each  State  agency  which 
expects  to  receive  more  than  $250,000 
in  State  administrative  funds  shall, 
during  the  first  4  weeks  of  operation, 
conduct  reviews  of  an  average  of  75 
percent  of  non-school  sites,  and  25  per¬ 
cent  of  school  sites,  of  all  sponsors 
which  operate  10  or  more  sites  and 
which  are  located  in  cities  whose  total 
elementary  and  secondary  public 
school  enrollment  exceeds  75,000.  In 
determining  which  sites  shall  be  re¬ 
viewed  under  this  paragraph  and 
under  Paragraph  (b)(5)  of  this  section, 
the  State  agency  shall  consider,  at  a 
minimum,  whether  or  not  the  site  has 
been  used  in  prior  years,  the  perfor¬ 
mance  of  the  site  in  prior  years,  the 
performance  of  other  sites  operated  by 
the  same  sponsor  in  both  prior  years 
and  the  current  year  and  the  perfor¬ 
mance  of  the  applicable  sponsor  in 
prior  years  and  in  the  current  year. 

(7)  Each  State  agency  shall,  in  addi¬ 
tion,  review  80  percent  of  the  remain¬ 
ing  sponsors,  and  an  average  of  10  per¬ 
cent  of  the  remaining  sites  of  such 
sponsors,  at  least  once  during  the 
period  of  Program  operations. 

(8)  In  the  conduct  of  reviews,  each 
State  agency  shall  develop  a  monitor¬ 
ing  system  to  insure  that  sponsors  and 
site  personnel  promptly  receive  a  copy 
of  the  review  reports  and  are  promptly 


notified  of  violations  which  might 
result  in  a  Program  disallowance. 
Sponsors  and  site  personnel  shall  be 
afforded  every  opportimity  to  make 
necessary  corrections  in  a  timely 
manner.  In  cases  where  corrective 
action  of  sites  is  not  taken  in  accor¬ 
dance  with  this  paragraph,  and  such 
sites  are  canceled,  each  State  agency 
shall  insure  that  food  service  manage¬ 
ment  companies  are  notified  of  all 
sites  which  are  canceled  within  a  rea¬ 
sonable  time. 

(9)  Documentation  of  Program  assis¬ 
tance  and  results  of  such  assistance 
shall  be  maintained  on  file  by  the 
State  agency. 

(c)  Program  availability.  Each  State 
agency  shall,  by  March  15  of  each 
fiscal  year,  annoimce  the  purpose,  eli¬ 
gibility  criteria  and  availability  of  the 
Program  throughout  the  State, 
through  appropriate  means  of  commu¬ 
nication.  As  part  of  this  effort,  each 
State  agency  shall  identify  rural  areas 
which  qualify  for  the  Program  and 
shall  actively  seek  eligible  applicant 
sponsors  to  serve  such  areas. 

(d)  Accounting  procedures  for  spon¬ 
sors.  Each  State  agency  shall  establish 
accounting  procedures  under  which 
sponsors  shall  maintain  and  report  the 
information  required  in  this  part.  The 
system  shall  be  such  as  to  permit  de¬ 
termination  of  the  operating  balances 
available  to  sponsors. 

(e)  Payment  of  claims.  A  State 
agency  may  make  fuM  or  partial  reim¬ 
bursement  upon  receipt  of  a  Claim  for 
Reimbursement  from  a  sponsor,  but 
shall  first  make  any  necessary  adjust¬ 
ments  in  payments. 

(f)  Sponsor  and  food  service  manage¬ 
ment  company  contract  Each  State 
agency  shall  develop  a  standard  form 
of  contract  for  use  by  sponsors  in  con¬ 
tracting  with  food  service  manage¬ 
ment  companies.  The  contract  shall 
expressly  and  without  exception  pro¬ 
vide  that: 

(1)  The  sponsor  shall  provide  for 
food  service  management  company 
with  a  list  of  State  agency  approved 
food  service  sites  and  shall  notify  the 
food  service  management  company  of 
all  sites  which  have  been  approved  or 
canceled  subsequent  to  the  submission 
of  the  initial  approved  site  list.  Such 
notification  shall  be  provided  within 
the  time  limits  mutually  agreed  upon 
in  the  contract; 

(2)  The  food  service  management 
company  shall  maintain  such  records 
(supported  by  invoices,  receipts  or 
other  evidence)  as  the  sponsor  will 
need  to  meet  its  responsibilities  under 
this  part,  and  shall  report  to  the  spon¬ 
sor  promptly  at  the  end  of  each 
month,  at  a  minimum; 

(3)  The  food  service  managment 
company  shall  have  State  or  local 
health  certification  for  the  facility  in 
which  it  proposes  to  prepare  meals  for 
use  in  the  Program  and  it  shall  insure 


that  health  and  sanitation  require¬ 
ments  are  met  at  all  times.  In  addition, 
the  food  service  management  company 
shall  provide  for  meals  which  it  pre¬ 
pares  to  be  periodically  inspected  by 
the  local  health  department  or  an  in¬ 
dependent  agency  to  determine  bacte¬ 
ria  levels  in  the  meals  being  served. 
Such  levels  shall  conform  to  the  stan¬ 
dards  which  are  applied  by  the  local 
health  authority  with  respect  to  the 
level  of  bacteria  which  may  be  present 
in  meals  served  by  other  establish¬ 
ments  in  the  locality.  Results  of  such 
inspections  shall  be  submitted  to  the 
sponsor  and  to  the  State  agency; 

(4)  The  meals  served  imder  the  con¬ 
tract  shall  conform  to  the  cycle  menus 
and  meal  quality  standards  and  food 
specifications  approved  by  the  State 
agency  upon  which  the  bid  was  based; 

(5)  The  books  and  records  of  the 
food  service  management  company 
pertaining  to  the  sponsor’s  food  ser¬ 
vice  operation  shall  be  available  for  in¬ 
spection  and  audit  by  representatives 
of  the  State  agency,  of  the  Depart¬ 
ment,  and  of  the  U.S.  General  Ac¬ 
counting  Office  at  any  reasonable  time 
and  place,  for  a  priod  of  3  years  from 
the  date  of  receipt  of  final  payment 
under  the  contract; 

(6)  The'  food  service  management 
company  shall  operate  in  accordance 
with  current  Program  regulations; 

(7)  The  food  service  management 
company  shall  not  be  paid  for  meals 
which  are  delivered  to  nonapproved 
sites  or  for  meals  which  are  delivered 
to  approved  sites  outside  of  the  agreed 
upon  delivery  time,  are  spoiled  or  im- 
wholesome  at  the  time  of  delivery,  or 
do  not  otherwise  meet  the  meal  re¬ 
quirements  and  meal  quality  stan¬ 
dards  and  food  specifications  con¬ 
tained  in  the  contract; 

(8)  Unitized  meals  shall  be  delivered 
in  accordance  with  a  delivery  schedule 
prescribed  in  the  contract; 

(9)  Increases  and  decreases  in  the 
number  of  meal  orders  may  be  made 
by  the  sponsor,  as  needed,  within  a 
prior  notice  period  mutually  agreed 
upon; 

(10)  All  meals  served  luider  the  Pro¬ 
gram  shall  meet  the  requirements  of 
§  225.10;  and 

(11)  Nonperformance  shall  subject 
the  food  service  management  company 
to  specified  sanctions. 

(g)  Advance  and  start-up  payment 
procedures.  Each  State  agency  shall 
inform  sponsors  of  the  procedure 
whereby  they  may  apply  for  advance 
net  Program  payments  and  advance 
administrative  costs  payments  as  pro¬ 
vided  for  in  §  225.13  and,  where  appli¬ 
cable,  each  State  agency  shall  inform 
sponsors  of  the  procedure  whereby 
they  may  apply  for  start-up  payments 
provided  for  in  §  225.12(c). 

(h)  Use  of  on-site  facilities  or  school 
food  service  facilities.  State  agencies 
shall  make  a  positive  effort  to  encour- 
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age  sponsors  to  use  the  sponsors’  own 
facilities  or  the  facilities  of  public  or 
nonprofit  private  schools  to  the  maxi¬ 
mum  extent  feasible,  in  the  prepara¬ 
tion.  service,  and  delivery  of  meals 
under  the  Program. 

(1)  Sponsor  application  deadline 
date.  Each  State  agency  shall  establish 
a  date  by  which  all  applicant  sponsors 
wishing  to  participate  in  the  Program 
shall  submit  a  written  application: 
Provided,  hotoever.  That  State  agen¬ 
cies  shall  approve  the  application  of 
an  otherwise  eligible  applicant  sponsor 
submitted  after  the  date  established 
by  the  State  agency,  when  the  failure 
to  do  so  would  deny  the  Program  to  an 
area  in  which  poor  economic  condi¬ 
tions  exist  or  a  significant  number  of 
needy  children  will  not  have  reason¬ 
able  access  to  the  Program.  The  State 
agency  shall  inform  potential  sponsors 
inquiring  after  the  sponsor  application 
deadline  date  of  the  possibility  of  ap¬ 
proval  if  the  sponsor  qualifies  under 
these  terms.  The  State  agency  must 
approve  all  applications  within  30  days 
after  the  sponsor  application  deadline 
date;  Provided,  however.  That  the  30 
days  may  be  extended  upon  approval 
by  FNS.  In  the  case  of  applicant  spon¬ 
sors  which  apply  after  the  deadline 
date  and  qualify  in  accordance  with 
the  terms  of  this  paragraph,  the  State 
agency  shall  approve  such  applications 
as  soon  as  possible  after  receipt. 

(j)  Meal  service  restriction.  (1)  A 
State  agency  shall  restrict  to  one  meal 
service  per  day  (i)  any  site  determined 
to  be  in  violation  of  the  meal  service 
requirements  as  set  forth  in  this  para¬ 
graph  when  corrective  action  is  not 
taken  within  a  reasonable  time  as  de¬ 
termined  by  the  State  agency,  and  (ii) 
all  sites  under  a  sponsor  if  more  than 
20  percent  of  the  sponsor’s  sites  are 
determined  to  be  in  violation  of  the 
meal  service  requirements  as  set  forth 
in  this  paragraph.  If  such  action  re¬ 
sults  in  children  not  receiving  any 
meals  under  the  Program,  the  State 
agency  shall  make  every  reasonable 
effort  to  locate  another  source  of  meal 
service  for  such  children.  In  addition, 
the  State  agency  shall  not  approve  the 
service  of  more  than  one  meal  per  day 
at  any  site  unless  each  type  of  meal  is 
delivered  separately  within  1  hour  of 
the  beginning  of  the  meal  service  or 
facilities  capable  of  holding  hot  or 
cold  meals  within  the  temperatures  re¬ 
quired  by  State  or  local  health  regula¬ 
tions  are  available  at  the  site. 

(2)  Meals  which  may  be  ser\'ed 
imder  the  Program  shall  be  breakfast, 
lunch,  supper,  and  supplemental  food 
served  between  such  other  meals, 
except  that  the  service  of  supplemen¬ 
tal  food  shall  not  be  approved  if  the 
sponsor  does  not  qualify  as  a  camp 
and  also  participates  in  the  Special 
Milk  Program  (7  CPR  Part  215). 
Camps  may  be  approved  to  serve  a 
supplement  and  to  participate  in  the 


Special  Milk  Program  provided  that 
separate  records  are  kept  for  each  pro¬ 
gram.  Except  for  camps,  sponsors  shall 
be  approved  to  serve  only  up  to  three 
meals  a  day  at  each  site,  provided  that 
at  least  one  of  the  three  meals  Is  a 
supplement.  Residential  camps  shall 
be  approved  to  serve  up  to  four  meals 
a  day,  and  nonresidential  cami)s  shall 
be  approved  to  serve  four  meals  a  day 
or  three  meals  consisting  of  a  break¬ 
fast,  lunch,  and  supper,  provided  that 
camps  have  the  administrative  capa¬ 
bility  and  the  food  preparation  and 
holding  facilities,  and  provided  that 
the  service  period  of  different  meals 
does  not  coincide  or  overlap.  No  spon¬ 
sor  shall  be  reimbursed  for  meals 
served  outside  of  the  meal  service  limi¬ 
tations  contained  in  this  subpara- 
Erraph.  No  sponsor  shall  be  approved 
for  more  than  two  supplements  a  day. 

(3)  Three  hours  shall  elapse  between 
the  beginning  of  one  meal  service,  in¬ 
cluding  supplements,  and  the  begin¬ 
ning  of  another,  except  that  4  hours 
shall  elapse  between  the  service  of  a 
lunch  and  supper  when  no  supplement 
is  served  between  lunch  and  supper. 
The  service  of  supper  shall  begin  no 
later  than  6  p.m.  None  of  the  preced¬ 
ing  time  restrictions  of  this  subpara¬ 
graph  shall  apply  to  residential  camps. 
The  duration  of  the  meal  service  shall 
be  limited  to  2  hours  for  lunch  or 
supper  and  1  hour  for  all  meals.  Meals 
served  outside  of  the  period  of  ap¬ 
proved  meal  service  shall  not  be  eligi¬ 
ble  for  Program  payments.  Each  spon¬ 
sor  shall  serve  only  the  type  or  types 
of  meals  for  which  it  is  approved  in  its 
agreement  with  the  State  agency. 

(k)  Plentiful  foods.  State  agencies 
shall  provide  sponsors  with  informa¬ 
tion  on  foods  available  in  plentiful 
supply,  including  those  so  designated 
by  the  Department. 

(l)  Records  and  reports.  (1)  Each 
State  agency  shall  maintain  current 
accounting  records  of  its  Program  op¬ 
erations  which  will  adequately  identi¬ 
fy  funds  authorizations,  obligations, 
unobligated  balances,  assets,  liabilities, 
income,  and  expenditures  for  adminis¬ 
trative  costs  and  net  Program  costs. 
The  records  may  be  kept  in  their  origi¬ 
nal  form  or.  on  microfilm,  and  shall  be 
retained  for  a  period  of  3  years  after 
the  date  of  submission  of  the  final  Fi¬ 
nancial  Status  Report,  except  that,  if 
audit  findings  have  not  been  resolved, 
the  records  shall  be  retained  beyond 
the  3-year  period  as  long  as  required 
for  the  resolution  of  any  issues  raised 
by  the  audit.  (2)  No  later  than  Sep¬ 
tember  30  of  each  year,  the  State 
agency  shall  provide  the  Department 
with  information  on  the  scope  of  Pro¬ 
gram  operations  within  the  State.  (3) 
Each  State  agency  shall  report  infor¬ 
mation  on  the  use  of  Program  funds 
and  on  Program  operations  to  FNS  on 
forms  provided  by  FNS,  as  instructed 
by  FNS. 


(m)  Investigations.  Each  State 
agency  shall  promply  investigate  com¬ 
plaints  received  or  irregularities  noted 
in  connection  with  the  operation  of 
the  P*rogram,  and  shall  take  appropri¬ 
ate  action  to  correct  any  irregularities. 
State  agencies  shall  maintain  on  file 
all  evidence  relating  to  such  investiga¬ 
tions  and  actions.  The  Department 
may  make  investigations  at  the  re¬ 
quest  of  the  State  agency,  or  where 
the  Department  determines  investiga¬ 
tion  are  appropriate. 

(n)  Commodity  distribution  infor¬ 
mation.  A  list  of  sponsors  which  are  to 
receive  food  commodities,  with  accom¬ 
panying  information  on  the  average 
daily  niunber  of  eligible  meals  to  be 
served  by  such  sponsors,  shall  be  pre¬ 
pared  not  later  than  June  1  of  each 
year  by  the  State  agency.  Such  a  list 
shall  contain  only  the  names  of  spon¬ 
sors  which  will  prepare  the  meals  to 
be  served  at  their  sites  and  the  names 
of  sponsors  which  have  entered  into 
an  agreement  with  a  school  or  school 
district  for  the  preparation  of  meals  to 
be  served  under  the  Program.  If  the 
State  agency  is  other  than  the  agency 
of  the  State  which  handles  the  distri¬ 
bution  of  food  commodities  donated 
by  the  Department,  this  information 
shall  be  forwarded  to  the  agency  of 
the  State  which  handles  the  distribu¬ 
tion  of  donates  commodities.  The 
State  agency  shall  be  responsible  for 
promptly  revising  the  information  to 
reflect  additions  or  deletions  of  spon¬ 
sors  and  for  providing  such  adjust¬ 
ments  in  participation  data  as  are  de¬ 
termined  necessary  by  the  State 
agency.  Availability  of  commodities 
for  use  by  sponsors  shall  be  summa¬ 
rized  and  annoimced  by  the  State 
agency  at  an  early  date  prior  to  the 
development  of  menu  cyles. 

(o)  Sponsor  training.  Each  State 
agency  shall  plan  for  and  carry  out 
Program  training  for  the  supervisory 
personnel  of  all  sponsors.  Such  train¬ 
ing  shall  be  structured  and  scheduled 
to  reflect  the  fact  that  individual 
sponsors  or  groups  of  sponsors  require 
different  levels  and  areas  of  Program 
training.  Training  should  be  made 
available  to  each  sponsor  at  locations 
convenient  to  its  areji  of  operations  at 
an  appropriate  time.  Each  State 
agency  shall,  prior  to  approval,  insure 
that  each  sponsor  receives  training  in 
all  necessary  areas  of  Program  admin¬ 
istration  and  operations. 

(p)  Program  materials.  Each  State 
agency  shall  develop  and  make  avail¬ 
able  in  a  timely  manner  all  necessary 
Program  materials  so  that  applicant 
sponsors  have  sufficient  time  to  ade¬ 
quately  prepare  for  their  participation 
in  the  Program. 

(q)  Procurement  provisions.  State 
agencies  shall  require  sponsors  to 
adhere  to  the  procurement  provision 
set  forth  in  §  225.15  in  addition  to  any 
other  procurement  provisions  con¬ 
tained  in  this  part. 
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(r)  Management  evaluation  and 
audits.  (1)  Each  State  agency  shall 
insure  that  the  requirements  of  this 
part  are  met  and,  upon  approval  of  ap¬ 
plicant  sponsors’  applications  whose 
total  Claims  for  Reimbursement  are 
expected  to  exceed  $50,000  shall  pro¬ 
vide  those  sponsors  with  an  audit 
guide  to  be  used  in  the  conduct  of  the 
audit  required  by  §  225.9(j)  and  any 
other  guidance  necessary  to  enable 
them  to  comply  with  the  requirements 
set  out  in  §225.9(j).  The  audit  guide 
developed  by  the  State  agency  shall, 
at  a  minimum,  contain  the  standards 
set  forth  in  the  audit  guide  issued  by 
the  Department. 

(2)  Each  State  agency  shall  provide 
for  audits  of  all  sponsors  participating 
in  the  Program  at  least  once  every  2 
years.  Such  audits  may  be  made  by 
State  agency  internal  auditors.  State 
Auditors  General,  State  Comptrollers, 
or  other  comparable  audit  groups,  or 
by  certified  public  accountants. 

(3)  Each  State  agency  shall  coordi¬ 
nate  its  monitoring  review  findings 
under  paragraph  (b)  of  this  section 
and  the  audit  reports  provided  for 
under  §225.9(j).  Each  State  agency 
shall  insure  that  monitoring  is  con¬ 
ducted  to  result  in  a  representative 
review  of  the  sponsor’s  operations 
under  the  Program. 

(4)  While  OIG  shall  rely  to  the  ful¬ 
lest  extent  feasible  upon  State-spon¬ 
sored  audits,  it  shall,  whenever  it  con¬ 
siders  necessary,  (i)  make  audits  on  a 
State-wide  basis,  (ii)  perform  on-site 
test  audits,  and  (iii)  review  audit  re¬ 
ports  and  related  working  papers  of 
audits  performed  by  or  for  State  agen¬ 
cies. 

(5)  State  agencies  shall  provide  FNS 
and  OIG  with  full  opportunity  to  con¬ 
duct  management  evaluations  (includ¬ 
ing  visits  to  sponsors)  and  audits  of  all 
operations  of  the  State  agency.  Each 
State  agency  shall  make  available  its 
records,  including  records  of  the  re¬ 
ceipts  and  expenditures  of  funds  upon 
a  reasonable  request  by  FNS  or  OIG. 
OIG  shall  also  have  the  right  to  make 
audits  of  the  records  and  operations  of 
any  sponsor. 

(6)  The  Department  will  utilize,  on  a 
selected  basis,  statistical  sampling  pro¬ 
cedures  in  the  conduct  of  audits  and  in 
the  settlement  of  claims.  State  agen¬ 
cies  may  utilize  statistical  sampling  in 
the  performance  of  their  audits:  Pro¬ 
vided,  however.  That  such  statistical 
sampling  is  in  accordance  with  the 
guidelines  issued  by  the  Department. 
The  results  of  the  statistical  audits 
may  be  used  to  resolve  Claims  for  Re¬ 
imbursement. 

(7)  Use  of  audit  guides  available 
from  OIG  is  encouraged.  When  these 
guides  are  utilized,  OIG  will  coordi¬ 
nate  its  audits  with  State  sponsored 
audits  to  form  a  network  of  intergov¬ 
ernmental  audit  systems. 

(8)  In  making  management  evalua¬ 
tions  or  audit  for  any  fiscal  year,  the 
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State  agency,  FNS  or  OIG  may  disre¬ 
gard  overpayment  which  does  not 
exceed  $35  or,  in  the  case  of  State 
agency  administered  programs,  does 
not  exceed  the  amount  established 
under  State  law,  regulations  or  proce¬ 
dures  as  a  minimum  for  which  claims 
will  be  made  for  State  losses  generally. 
No  overpayment  shall  be  disregarded, 
however,  where  there  are  unpaid 
claims  for  the  same  fiscal  year  from 
which  the  overpayment  can  be  deduct¬ 
ed,  or  where  there  is  substantial  evi¬ 
dence  of  violation  of  criminal  law  or 
civil  fraud  statutes. 

(s)  Food  specifications  and  meal 
quality  standards.  Each  State  agency 
shall,  with  the  assistance  of  the  De¬ 
partment,  develop  and  make  available 
to  all  sponsors,  model  food  specifica¬ 
tions  and  model  meal  quality  stan¬ 
dards  which  shall  become  part  of  the 
contracts  between  sponsors  and  food 
service  management  companies. 

(t)  Food  quality  and  preparation  fa¬ 
cility  inspections  procedures.  Each 
State  agency  shall,  with  the  funds  au¬ 
thorized  in  §  225.8(i),  establish  a  proce¬ 
dure  for  inspections  of  the  facilities  of 
food  service  management  companies 
and  of  sites  participating  in  the  Pro¬ 
gram.  The  procedures  for  carrying  out 
such  inspections  and  any  testing  or 
other  related  work  shall  be  consistent 
with  procedures  used  by  local  health 
authorities.  The  results  of  the  inspec¬ 
tions  of  the  facilities  of  food  service 
management  companies  shall  be  sub¬ 
mitted  directly  to  the  sponsors. 

(u)  Food  service  management  com¬ 
pany  registration.  (1)  Each  State 
agency  shall,  by  March  1  of  this  year, 
and  February  1  of  each  subsequent 
year,  provide  to  all  food  service  man¬ 
agement  companies  which  participat¬ 
ed  in  the  Program  in  either  of  the 
prior  two  years  in  that  State  a  notifi¬ 
cation  of  mandatory  food  service  man¬ 
agement  company  registration.  Such 
notification  shall  contain  at  a  mini¬ 
mum  (i)  a  statement  of  the  require¬ 
ment  for  food  service  management 
company  registration  with  the  State 
agency  as  a  prerequisite  to  food  ser¬ 
vice  management  company  participa¬ 
tion  in  the  Program  during  the  appli¬ 
cable  fiscal  year,  (ii)  a  summary  of 
those  items  which  are  required  to  be 
submitted  in  the  application  for  regis¬ 
tration  as  set  forth  in  paragraph  (u)(2) 
of  this  section,  (iii)  an  eniuneration  of 
the  specific  criteria  developed  by  the 
State  agency  upon  which  registrant 
eligibility  shall  be  based,  and  (iv) 
other  relevant  information  necessary 
to  make  application  for  registration. 
In  addition,  each  State  agency  shall, 
by  the  same  date,  issue  through  the 
appropriate  media  a  notification  of 
mandatory  food  service  management 
company  registration  and  information 
necessary  to  make  appliction  for  regis¬ 
tration. 

(2)  By  April  15  of  this  fiscal  year  and 
March  15  of  each  subsequent  year. 
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each  food  service  management  compa¬ 
ny  which  desires  to  participate  in  the 
Program  within  the  State  during  such 
fiscal  year  shall  submit  an  application 
for  registration  to  the  State  agency. 
At  a  minimum,  registration  of  food 
service  management  companies  shall 
require  (i)  submission  of  each  food  ser¬ 
vice  management  company’s  name  and 
mailing  address  and  any  other  names 
under  which  such  food  service  man¬ 
agement  company  presently  or  in  the 
past  two  years  has  marketed  its  ser¬ 
vices,  (ii)  a  certification  that  the  food 
service  management  company  meets 
applicable  State  and  local  health, 
safety  and  sanitation  standards,  (iii) 
disclosure  of  past  and  present  compa¬ 
ny  owners,  directors  and  officers,  and 
their  relationship,  if  any,  to  any  spon¬ 
sor  or  food  service  management  com¬ 
pany  which  participated  in  the  Pro¬ 
gram  in  the  past  two  years,  (iv)  re¬ 
cords  of  contract  terminations,  disal¬ 
lowances,  and  health,  safety,  and  sani¬ 
tation  code  violations  related  to  prior 
Program  participation  during  the  past 
two  years,  (v)  records  of  any  other 
contract  terminations  and  health, 
safety  and  sanitation  code  violations 
during  the  past  two  years,  (vi)  the  ad¬ 
dress  or  addresses  of  the  company’s 
food  preparation  and  distribution  fa¬ 
cilities  which  will  be  used  in  the  Pro¬ 
gram  and  the  local  officials  responsi¬ 
ble  for  the  operation  of  such  facilities, 
(vii)  the  number  of  meals  the  distribu¬ 
tion  facility  is  able  to  prepare  in  an 
twenty-four  hour  period  for  use  in  the 
Program,  (viii)  a  certification  that  the 
food  service  management  company 
will  operate  in  accordance  with  cur¬ 
rent  Program  regulations  and  (ix)  a 
statement  that  the  food  service  man¬ 
agement  company  understands  that  it 
will  not  be  paid  for  meals  which  are 
delivered  to  non-approved  sites  or  for 
meals  which  are  delivered  to  approved 
sites  outside  of  the  agreed  upon  deliv¬ 
ery  time  or  meals  that  do  not  meet  the 
meal  requirements  and  food  specifica¬ 
tions  contained  in  the  contract  be¬ 
tween  the  sponsor  and  the  food  service 
management  company. 

(3)  No  food  service  management 
company  shall  be  registered  by  the 
State  agency  if  the  State  agency  deter¬ 
mines  that  the  company  lacks  the  ad¬ 
ministrative  and  financial  capability  to 
peiform  under  the  Program  or  if  it  is 
identifiable  through  its  corporate  or¬ 
ganization  or  otherwise  as  a  food  ser¬ 
vice  management  company  which  par¬ 
ticipated  in  the  Program  during  any 
previous  fiscal  year  and  was  seriously 
deficient  in  its  Program  operation.  Se¬ 
rious  deficiencies  which  are  grounds 
for  non-registration  include,  but  are 
not  limited  to,  any  of  the  following: 

(i)  Noncompliance  with  the  applica¬ 
ble  bid  procedures,  contract  require¬ 
ments  or  Program  regulations; 

(ii)  Submission  of  false  information 
to  the  State  agency; 
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(iii)  Failure  to  conform  meal  deliv¬ 
eries  to  meal  orders; 

(iv)  Delivery  of  a  significant  number 
of  meals  which  do  not  include  required 
Quantities  of  all  meal  components; 

(V)  Failure  to  maintain  adequate  re¬ 
cords; 

(vi)  Significant  health  code  viola¬ 
tions  which  were  not  corrected  upon 
reinspection; 

(vii)  Failure  to  make  timely  deliv¬ 
eries  of  meals; 

(viii)  Failure  to  deliver  meals; 

(ix)  Delivery  of  food  found  to  be  un¬ 
wholesome;  or 

(X)  The  conviction  of  any  officer, 
owner,  partner,  or  manager  of  the 
company  for  a  crime  in  connection 
with  the  prior  Program  operation. 

(4)  The  State  agency  shall  provide 
for  inspections  prior  to  registration  of 
all  focKl  service  management  compa¬ 
nies’  food  preparation  facilities  listed 
on  the  applications  for  registration, 
except  those  located  outside  the  State. 
Inspections  shall  be  carried  out  to  de¬ 
termine  each  facility’s  suitability  for 
preparation  of  meals  for  use  in  the 
Program.  The  State  agency  shall  regis¬ 
ter  only  those  facilities  of  a  food  ser¬ 
vice  management  company  which  have 
been  inspected  and  have  been  deter¬ 
mined  to  be  suitable.  The  State  agency 
shall  promptly  notify  FNSRO  of  the 
name  and  location  of  any  out-of-State 
facility,  and  FNSRO  shall  ensure  that 
such  facility  is  inspected  prior  to  regis¬ 
tration. 

(5)  The  State  agency  shall  notify  in 
writing  each  food  service  management 
company  which  applied  for  registra¬ 
tion  of  its  determination  on  the  appli¬ 
cation  within  30  days  after  receipt  of 
the  complete  application.  The  State 
agency  shall  inform  any  food  service 
management  company  whose  applica¬ 
tion  for  registration  has  been  denied 
of  the  procedures  to  request  a  review 
of  the  denial  as  provided  for  in  para¬ 
graph  (X)  of  this  section.  The  official 
making  the  determination  of  denial 
must  notify  the  food  service  manage¬ 
ment  company  in  writing,  stating  all 
the  grounds  on  which  the  State 
agency  based  the  denial. 

(6)  By  May  15  of  this  fiscal  year,  and 
April  15  of  each  subsequent  year,  each 
State  agency  shall  forward  to  the  De¬ 
partment,  on  a  form  provided  by  FNS, 
information  on  all  food  service  man¬ 
agement  companies  which  applied  for 
registration  to  the  State  agency  and 
their  registration  status.  The  Depart¬ 
ment  shall  allow  any  food  service  man¬ 
agement  company  to  review  any  infor¬ 
mation  concerning  that  company 
which  was  submitted  to  FNS  as  re¬ 
quired  by  this  paragraph. 

(7)  A  State  agency  shall  consider  a 
food  service  management  company’s 
application  for  registration  submitted 
after  April  15  of  this  fiscal  year  and 
March  15  of  each  subsequent  year,  if 
the  State  agency  determines  that  the 


lack  of  registration  could  result  in  an 
area  in  which  poor  economic  condi¬ 
tions  exist  not  being  served  or  a  sig¬ 
nificant  number  of  needy  children  not 
having  reasonable  access  to  the  Pro¬ 
gram. 

(8)  Each  State  agency  shall  require 
food  service  management  companies 
submitting  applications  for  registra¬ 
tion  to  certify  that  the  information 
submitted  on  the  form  is  true  and  cor¬ 
rect  and  that  the  food  service  manage¬ 
ment  company  is  aware  that  misrepre¬ 
sentation  may  result  in  prosecution 
under  applicable  State  and  Federal 
statutes. 

(V)  Bid  opening  monitoring.  Each 
State  agency  shall  have  a  representa¬ 
tive  present  at  all  procurement  bid 
openings  of  sponsors  which  expect  to 
receive  more  the  $100,000  in  Program 
payments. 

(w)  Sponsor  certifications.  Each 
State  agency  shall  require  applicant 
sponsors  submitting  Program  applica¬ 
tions,  site  information  sheets.  Pro¬ 
gram  agreements  or  Claims  for  Reim¬ 
bursement,  and  sponsors  requesting 
advance  payments,  to  certify  that  the 
information  submitted  on  these  forms 
is  true  and  correct  and  that  the  spon¬ 
sor  is  aware  that  deliberate  misrepre¬ 
sentation  or  withholding  of  informa¬ 
tion  may  result  in  prosecution  under 
applicable  State  and  Federal  statutes. 

(x)  Sponsor  and  food  service  man¬ 
agement  company  hearing  procedures. 

(1)  Each  State  agency  shall  establish  a 
procedure  to  be  followed  by  an  appli¬ 
cant  requesting  a  review  of  a  denial  of 
an  applicant  sponsor’s  application  for 
participation,  a  denial  of  a  request  by 
a  sponsor  for  an  advance  payment,  a 
denial  of  a  claim  by  a  sponsor  for  re¬ 
imbursement,  a  denial  of  a  sponsor’s 
site  or  a  denial  of  a  food  service  man¬ 
agement  company’s  registration. 

(2)  At  a  minimum  the  procedure 
shall  provide  that; 

(i)  The  denied  applicant  be  advised 
in  writing  of  the  grounds  upon  which 
the  State  agency  based  the  denial; 

(ii)  The  denied  applicant  be  advised 
in  writing  that  the  request  for  review 
must  be  made  within  a  specified  time. 
The  State  agency  may  establish  this 
period  of  time  at  not  less  than  one 
week  nor  more  than  two  weeks  from 
the  date  of  receipt  of  the  letter  of 
denial; 

(iii)  The  denied  applicant  be  afford¬ 
ed  the  opportunity  to  review  any  in¬ 
formation  upon  which  the  denial  was 
based. 

(iv)  The  hearing  official  be  an  offi¬ 
cial  other  than  the  one  directly  re¬ 
sponsible  for  the  original  determina¬ 
tion; 

(V)  The  review  be  held  within  two 
weeks  of  the  date  of  the  receipt  of  the 
request  for  review; 

(vi)  The  applicant  may  refute  the 
charges  contained  in  the  letter  of 
denial  either  in  person  or  by  mailing 


written  documentation  to  the  review¬ 
ing  official.  The  applicant  may  retain 
legal  counsel,  or  may  be  represented 
by  another  person; 

(vii)  Within  three  days  after  the  ap¬ 
plicant’s  hearing,  or  within  three  days 
after  receipt  of  written  documenta¬ 
tion.  the  reviewing  official  must  make 
a  determination  based  on  a  full  review 
of  the  administrative  record; 

(viii)  The  State  agency  must  inform 
the  applicant  of  the  determination  of 
the  review  by  certified  mail,  return  re¬ 
ceipt  requested.  The  determination  by 
the  State  reviewing  official  is  the  final 
administrative  determination  to  be  af¬ 
forded  an  applicant. 

(y)  Advance  payment  estimates. 
Each  State  agency  shall,  when  deter¬ 
mining  the  amount  of  advance  net 
Program  payments  to  be  made  to  each 
sponsor  under  §  225.13(d)  make  the 
best  possible  estimate  based  on  the 
amount  requested  by  the  sponsor  and 
any  other  data  available  to  the  State 
agency. 

(z)  Sponsor’s  budget  approval  pro¬ 
cess.  Each  State  agency  shall,  when 
approving  an  applicant  sponsor’s  ad¬ 
ministrative  budget,  take  into  consid¬ 
eration  the  number  of  sites  and  chil¬ 
dren  to  be  served  as  well  as  any  other 
factors  determined  by  the  State 
agency  and  set  forth  in  guidance  pro¬ 
vide  by  the  Department,  in  order  to 
assess  the  amoimt  of  administrative 
monies  needed  by  a  sponsor  to  affec¬ 
tively  and  efficiently  operate  under 
the  Program. 

§225.6  Program  management  and  admin¬ 
istration  plan. 

(a)  Not  later  than  February  15  of 
each  fiscal  year,  each  State  agency 
shall  submit  to  FNSRO  a  Program 
management  and  administration  plan 
for  that  fiscal  year.  Approval  of  the 
plan  by  FNS  shall  be  a  prerequisite  to 
the  payment  of  Program  funds,  or  to 
the  donation  by  the  Department  of 
any  commodities  for  use  in  the  Pro¬ 
gram.  The  plan  shall  include  the  fol¬ 
lowing  information  at  a  minimum; 

(1)  How  the  State  plans  to  use  Pro¬ 
gram  funds  and  funds  from  within  the 
State  to  the  maximum  extent  practi¬ 
cable  to  reach  needy  children,  includ¬ 
ing  needy  children  in  rural  areas.  The 
State’s  methods  for  assessing  need, 
and  its  plans  and  schedule  for  inform¬ 
ing  potential  sponsors  of  the  availabil¬ 
ity  of  the  Program  should  be  clearly 
defined. 

(2)  Estimated  number  and  type  of 
sponsors  expected  to  participate  and 
estimated  number  of  sites  and  average 
daily  attendance,  and  a  description  of 
the  estimating  methods  used,  includ¬ 
ing  data  on  the  number  of  sponsors 
which  participated  in  the  prior  year. 

(3)  Estimated  number  of  sponsors 
which  will  receive  $50,000  in  Program 
payments  and  their  average  daily  at¬ 
tendance. 
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(4)  Estimated  amount  of  program 
funds,  by  month,  needed  for  net  Pro¬ 
gram  payments  to  sponsors. 

(5)  Estimated  amount  of  Program 
fimds,  by  month,  needed  for  adminis¬ 
trative  cost  payments  to  sponsors. 

(6)  The  State’s  plans  and  schedule 
for  providing  technical  assistance  and 
training  for  sponsors  including 
number  of  sponsor  training  sessions 
planned  and  number  of  reviews 
planned,  including  data  on  the 
number  of  reviews  conducted  in  the 
prior  fiscal  year. 

(7)  The  State  agency  budget,  by 
month  and  function  on  the  use  of  Pro¬ 
gram  funds  and  State  administrative 
funds,  including,  but  not  limited  to. 
staffing  (part-time  and  full-time),  sala¬ 
ries.  travel  and  per  diem. 

(8)  The  State’s  plan  to  comply  with 
the  Department’s  standards  for  dis¬ 
bursing  administrative  costs  payments 
to  sponsors. 

(9)  The  actions  to  be  taken  by  the 
State  agency  to  maximize  the  use  of 
on-site  meal  preparation  and  the  use 
of  school  food  service  facilities. 

(10)  The  actions  to  be  taken  by  the 
State  to  ensure  that  sites,  not  operat¬ 
ed  by  camps,  at  which  a  Program  food 
service  is  planned  serve  areas  where 
poor  economic  conditions  exist. 

(11)  The  actions  to  be  taken  by  the 
State  to  ensure  compliance  with  the 
requirements  of  the  Department’s  reg¬ 
ulations  respecting  nondiscrimination 
(7  CFR  Part  15). 

(12)  The  State’s  plan  for  monitoring 
and  inspecting  sponsors,  sites,  and 
food  sendee  management  companies 
and  for  ensuring  that  such  companies 
do  not  enter  into  contracts  for  more 
meals  than  they  can  provide  effective¬ 
ly  and  efficiently. 

(13)  The  State’s  plan  for  timely  and 
effective  action  on  Program  violations. 

(14)  The  State’s  plan  and  schedule 
for  submission  and  approval  of  spon¬ 
sor  applications. 

(15)  The  number  of  needy  children 
being  reached  by  the  Program. 

(16)  The  State’s  plan  for  determin¬ 
ing  the  amounts  and  timing  of  Pro¬ 
gram  payments  to  sponsors  and  for 
disbursing  such  payments. 

(17)  The  State’s  plan  for  ensuring 
fiscal  integrity  by  auditing  sponsors  as 
provided  under  §225.5(r),  including 
data  on  the  number  of  audits  per¬ 
formed  in  the  prior  fiscal  year. 

(18)  The  State’s  plan  and  procedure 
for  registering  food  service  manage¬ 
ment  companies. 

(19)  The'  State’s  procedures  for 
granting  a  hearing  and  prompt  deter¬ 
mination  to  any  sponsor  wishing  to 
appeal  a  State’s  ruling  denying  its  ap¬ 
plication  for  Program  participation,  its 
site  participation.  Program  advance 
payments,  or  Program  reimbursement 
and  the  State’s  procedure  for  granting 
a  hearing  and  prompt  determination 
to  any  food  service  management  com¬ 


pany  wishing  to  appeal  a  State’s  ruling 
denying  the  food  service  management 
company  registration  in  the  State. 

(20)  The  State’s  plan  for  utilizing 
the  funds  provided  for  under  §  225.8(i) 
to  provide  for  health  inspections  and 
meal  quality  tests,  including  the  esti¬ 
mated  number  and  frequency  of  such 
inspections  and  tests  and  a  description 
of  the  arrangements  made  by  the 
State  with  the  agencies  which  will  per¬ 
form  these  services. 

(21)  The  amount  of  non-Federal 
funds  made  available  to  the  State 
through  direct  State  appropriations 
for  the  Program. 

(22)  An  explanation  of  significant 
deviations  in  last  year’s  actual  Pro¬ 
gram  operations  and  administration 
from  that  proposed  in  the  plan  for  last 
year. 

(b)  The  State  agency  shall  give  the 
Governor,  or  his  delegated  agency,  the 
opportunity  to  comment  on  the  rela¬ 
tionship  of  the  Program  management 
and  administration  plan  to  compre¬ 
hensive  and  other  State  plans  and  pro¬ 
grams  and  to  those  of  affected  area¬ 
wide  or  local  jurisdictions.  A  period  of 
45  days  from  the  date  of  receipt  of  the 
Program  management  and  administra¬ 
tion  plan  shall  be  afforded  to  make 
such  conunents. 

(c)  Significant  changes  in  any  por¬ 
tion  of  a  Program  management  and 
administration  plan  shall  be  submitted 
for  approval  to  FNS  in  the  form  of  an 
amendment  to  the  Program  manage¬ 
ment  and  administration  plan.  An 
amendment  need  not  be  submitted  to 
the  Governor  for  his  comments  unless 
required  by  the  State. 

(d)  The  final  plan  submitted  shall 
have  the  original  signature  of  the 
chief  official  (Commissioner  or  Super¬ 
intendent)  of  the  administering 
agency. 

§  225.7  Payment  and  use  of  State  adminis¬ 
trative  funds. 

(a)  For  each  fiscal  year,  the  Secre¬ 
tary  shall  pay  to  each  State  agency  for 
administrative  expenses  incurred  in 
the  Program  an  amount  equal  to  (1) 
20  percent  of  the  first  $50,000  in  Pro¬ 
gram  funds  properly  payable  to  the 
State  in  the  preceding  fiscal  year;  (2) 
10  percent  of  the  next  $50,000  in  Pro¬ 
gram  fimds  properly  payable  to  the 
State  in  the  preceding  fiscal  year;  (3)  5 
percent  of  the  next  $100,000  in  Pro¬ 
gram  funds  properly  payable  to  the 
State  in  the  preceding  fiscal  year;  and 
(4)  2  percent  of  any  remaining  funds 
properly  payable  to  the  State  in  the 
preceding  fiscal  year;  Provided,  howev-, 
er.  That  FNS  may  make  appropriate 
adjustments  in  the  level  of  State  ad¬ 
ministrative  funds  to  reflect  changes 
in  Program  size  from  the  preceding 
fiscal  year  as  evidenced  by  informa¬ 
tion  submitted  in  the  State  Program 
management  and  administration  plan 
and  any  amendments  to  such  plan  as 


approved  by  FNS  and  any  other  infor¬ 
mation  available  to  FNS. 

(b)  State  administrative  funds  paid 
to  any  State  shall  be  used  by  State 
agencies  to  employ  personnel,  includ¬ 
ing  travel  and  related  expenses,  and  to 
supervise  and  give  technical  assistance 
to  sponsors  in  their  initiation,  expan¬ 
sion,  and  conduct  of  any  food  service 
for  which  Program  funds  are  made 
available.  State  agencies  may  also  use 
administrative  funds  for  such  other 
administrative  expenses  as  set  forth  in 
their  approved  Program  management 
and  administration  plan. 

(c)  Not  later  than  October  1  of  each 
fiscal  year,  the  Secretary  shall  make 
available  to  each  State  agency  by 
Letter  of  Credit  an  initial  allocation  of 
State  administrative  funds  for  use  in 
the  fiscal  year  beginning  on  that  Octo¬ 
ber  1  in  an  amount  not  to  exceed  one- 
third  of  the  State  administrative 
funds  which  are  determined  in  accor¬ 
dance  with  the  formula  set  forth  in 
paragraph  (a)  of  this  section.  For 
States  which  did  not  receive  any  Pro¬ 
gram  funds  during  the  fiscal  year  im¬ 
mediately  preceding  the  fiscal  year  for 
which  the  initial  allocation  is  being 
made,  the  amount  to  be  made  avail¬ 
able  by  October  1  of  each  fiscal  year 
shall  be  determined  by  the  Depart¬ 
ment. 

(d)  An  additional  amount  of  State 
administrative  funds  shall  be  made 
available  upon  the  receipt  and  approv¬ 
al  by  FNS  of  the  State’s  Program 
management  and  administrative  plan. 
The  amount  of  such  funds,  plus  the 
initial  allocation,  shall  not  exceed 
three-fourths  of  the  State  administra¬ 
tive  funds  which  are  determined  in  ac¬ 
cordance  with  the  formula  set  forth  in 
paragraph  (a)  of  this  section  and 
based  on  the  estimates  set  forth  in  the 
approved  Program  management  and 
administration  plan. 

(e)  Within  30  days  after  the  State’s 
sponsor  application  deadline  date, 
f^S  shall  conduct  an  initial  evalua¬ 
tion  in  the  State  for  the  purposes  of 
determining  whether  an  adjustment  is 
necessary  in  the  approved  funding 
levels  for  State  administrative  costs. 
Such  a  determination  shall  be  based 
on  the  participation  levels  contained 
in  the  applications  submitted  to  the 
State  including,  but  not  limited  to, 
numbers  of  sponsors  and  numbers  of 
proposed  sites,  children  to  be  reached 
and  meals  served  compared  with  the 
estimated  levels  contained  in  the 
State’s  Program  management  and  ad¬ 
ministration  plan,  the  State’s  perfor¬ 
mance  in  accordance  with  the  plan 
and  the  State’s  compliance  with  the 
requirements  contained  in  this  part. 
Any  adjustments  determined  to  be 
necessary  based  on  this  initial  evalua¬ 
tion  shall  be  reflected  in  an  amend¬ 
ment  to  the  State’s  Program  manage¬ 
ment  and  administration  plan. 

(f)  The  balance  of  the  State  adminis¬ 
trative  funds  sha  I  oe  paid  to  the  State 


FEDERAL  REGISTER,  VOL.  43,  NO.  60— TUESDAY,  MARCH  28,  1978 


13030 


RULES  AND  REGULATIONS 


not  later  than  each  July  15.  This  pay¬ 
ment.  plus  payments  made  imder 
paragraphs  (c)  and  (d)  of  this  section, 
shall  not  exceed  the  amount  of  State 
administrative  funds  which  are  deter¬ 
mined  in  accordance  with  the  formula 
set  forth  in  paragraph  (a)  of  this  sec¬ 
tion.  FNS  may  adjust  the  amoimt  of 
State  administrative  funds  payable  to 
a  State  on  the  basis  of  a  mid-program 
evaluation  of  the  State’s  actual  pro¬ 
gram  size,  and  the  State’s  performance 
in  accordance  with  the  approved  Pro¬ 
gram  management  and  administration 
plan  smd  any  other  State  agency  re¬ 
sponsibilities  contained  in  this  part.  In 
the  conduct  of  these  mid-program 
evaluations  and  in  the  making  of  these 
adjustments,  FNS  shall  not  decrease 
the  amount  of  funds  to  any  State 
which  will  not  reach  the  estimated 
levels  of  participation  contained  in  the 
approved  plan,  and  any  amendments 
thereto,  if  FNS  determines  that  the 
State  has  made  every  reasonable 
effort  to  meet  its  responsibilities 
under  the  plan  and  the  requirements 
set  forth  in  this  part. 

(g)  In  no  event  may  the  siun  of  the 
amounts  properly  passable  for  a  fiscal 
year  under  paragraphs  (c),  (d),  and  (f) 
of  this  section  exceed  the  total 
amount  of  expenditures  incurred  by 
the  State  for  its  administrative  costs 
for  that  fiscal  year.  E^h  State  agency 
shall  report  to  FNS  information  on 
the  use,  in  the  prior  fiscal  year,  of  Pro¬ 
gram  funds  and  State  administrative 
funds,  on  a  form  provided  by  FNS,  not 
later  than  November  30  of  each  fiscal 
year.  FNS  shall  make,  prior  to  Febru¬ 
ary  15  of  each  fiscal  year,  any  adjust¬ 
ments  necessary  in  the  Letter  of 
Credit  to  reflect  actual  expenditures 
in  the  prior  fiscal  year. 

§225.8  Payments  to  State  agencies  and 
use  of  Program  funds. 

(a)  Upon  approval  of  the  State’s  Pro¬ 
gram  management  and  administration 
plan,  the  Secretary  shall  make  avail¬ 
able  by  Letter  of  Credit  to  the  State 
agency  Program  funds  to  be  used  to 
make  start-up  payments,  where  appli¬ 
cable,  to  sponsors  as  provided  for  in 
§225.12(0. 

(b)  Not  later  than  April  15.  May  15, 
and  July  1  of  each  fiscal  year  the  Sec¬ 
retary  shall  make  available  to  each 
State  agency  by  Letter  of  Credit  Pro¬ 
gram  funds  to  be  used  by  the  State 
agency  to  make  advance  net  Program 
payments  to  sponsors  in  the  months 
for  which  such  Letter  of  Credit  is 
issued.  The  amount  of  each  of  these 
payments  shall  be  equal  to  65  percent 
of  the  amount  derived  by  multiplying 
the  number  of  operating  days  in  the 
month  times  the  average  daily  atten¬ 
dance  by  meal  type,  as  estimated  in 
the  State’s  approved  I*rogram  manage¬ 
ment  and  administration  plan,  times 
the  maximum  allowable  rates  payable 
to  sponsors  for  net  Program  payments 
as  set  forth  in  §  225.12(e). 
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(c)  Not  later  than  April  15,  May  154^ 
and  July  1  of  each  fiscal  year  the  Sec¬ 
retary  shall  make  available,  by  Letter 
of  Credit,  Program  funds  to  be  used  by 
the  State  agency  to  make  advance  ad¬ 
ministrative  cost  payments  to  spon¬ 
sors.  The  amount  of  each  of  these  pay¬ 
ments  shall  be  equal  to  one-third  of 
the  sum  of  the  products  obtained  by 
multiplying: 

(1)  The  estimated  number  of  operat¬ 
ing  days  times  estimated  average  daily 
attendance  for  breakfasts  times  3.75 
cents; 

(2)  The  estimated  niunber  of  operat¬ 
ing  days  times  estimated  average  daily 
attendance  for  lunches  times  7.25 
cents; 

(3)  The  estimated  number  of  operat¬ 
ing  days  times  estimated  average  daily 
attendance  for  suppers  times  7.25 
cents; 

(4)  The  estimated  number  of  operat¬ 
ing  days  times  estimated  average  daily 
attendance  for  supplemental  foods 
times  2.00  cents.  'The  estimates  re¬ 
ferred  to  in  this  paragraph  shall  be 
those  which  are  contained  in  the  ap¬ 
proved  Program  management  and  ad¬ 
ministration  plan. 

(d)  For  sponsors  who  operate  under 
a  continuoiis  school  calendar,  the  Sec¬ 
retary  shall  make  available  Program 
funds  by  Letter  of  Credit  to  the  State 
agencies  to  make  advance  payments  to 
sponsors  in  an  amount  equal  to  the 
amount  needed  by  the  State  agencies 
to  make  advance  net  Program  pay¬ 
ments  and  advance  administrative  cost 
payments  to  such  sponsors,  as  set 
forth  in  the  State’s  approved  Program 
management  and  administrative  plan, 
on  the  first  day  of  the  month  prior  to 
the  month  during  which  the  food  ser¬ 
vice  will  be  conducted. 

(e)  The  Secretary  shall  make  avail¬ 
able  any  remaining  Program  funds 
due,  no  later  than  60  days  following 
receipt  of  valid  claims  from  sponsors 
by  the  State  agency.  Any  funds  ad¬ 
vanced  to  a  State  agency  for  which 
valid  claims  have  not  been  established 
within  180  days  after  the  sponsor’s  op¬ 
eration  shall  be  deducted  from  the 
next  monthly  payment  to  the  State. 

(f)  Program  funds  shall  be  used  by 
State  agencies  to  make  Program  pay¬ 
ments  to  sponsors  in  connection  with 
meals  served  to  children  in  accordance 
with  the  provisions  of  this  part. 

(g)  Each  State  agency  shall  release 
to  FNS  any  Program  funds  which  it 
determines  are  unobligated  as  of  Sep¬ 
tember  30  of  each  fiscal  year.  Release 
of  funds  by  the  State  agency  shall  be 
made  as  soon  as  practicable,  but  in  no 
event  later  than  30  days  following 
demand  by  FNS,  and  shall  be  accom¬ 
plished  by  an  adjustment  in  the  State 
agency’s  Letter  of  Credit. 

(h)  The  State  agency  may  use  in  car¬ 
rying  out  special  developmental  pro¬ 
jects  an  amount  up  to  1  percent  of 
Program  payments  made  in  any  fiscal 
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year:  Provided,  however.  That  such 
projects  have  been  included  in  the 
State’s  Program  management  and  ad¬ 
ministration  plan  and  have  been  ap¬ 
proved  in  writing  by  FNS. 

(i)  By  April  15  of  each  fiscal  year, 
the  Secretary  shall  make  available  by 
Letter  of  Credit  to  each  State  agency 
an  additional  amount  equal  to  1  per¬ 
cent  of  Program  funds  estimated  to  be 
needed  by  the  State  agency  for  Pro¬ 
gram  payments  in  the  State’s  ap¬ 
proved  Program  management  and  ad¬ 
ministration  plan  and  any  amend¬ 
ments  thereto  for  the  current  fiscal 
year.  These  funds  shall  be  used  solely 
to  enable  State  or  Local  health  depart¬ 
ments  of  other  governmental  agencies 
charged  with  health  inspection  func¬ 
tions.  to  carry  out  health  inspections 
and  meal  quality  tests:  Provided,  how¬ 
ever,  That,  if  such  agencies  cannot 
perform  such  inspections  or  tests,  the 
State  agency  may  use  such  funds  to 
contract  with  an  independent  agency 
to  conduct  either  the  inspection  or  the 
meal  quality  tests,  or  both.  An  adjust¬ 
ment  may  be  made  in  the  amount  pro¬ 
vided  for  in  this  paragraph  based  on 
the  evaluation  required  in  §  225.7(e)  if 
such  an  adjustment  is  warranted.  Pro¬ 
gram  funds  so  provided  but  not  ex¬ 
pended  or  obligated  shall  be  returned 
to  the  Department  by  September  30  of 
the  same  fiscal  year. 

Subporf  C — Sponsor  Provisions 

§  225.9  Requirements  for  participation. 

(а)  No  applicant  sponsor  shall  be  eli¬ 
gible  to  participate  in  the  Program 
unless  it: 

(1)  Demonstrates  financial  and  ad¬ 
ministrative  capability  for  Program 
operations  and  accepts  final  financial 
and  administrative  responsibility  for 
total  Program  operations  at  all  sites  at 
which  it  proposes  to  conduct  a  food 
service; 

(2)  Has  not  been  seriously  deficient 
in  operating  the  Program  in  prior 
years; 

(3)  Will  conduct  a  regularly  sched¬ 
uled  food  service  for  children  from 
areas  in  which  poor  economic  condi¬ 
tions  exist  or  qualifies  as  a  camp; 

(4)  Has  adequate  supervisory  and 
operational  personnel  for  overall  mon¬ 
itoring  and  management  of  each  site, 
including  adequate  personnel  to  visit 
all  sites  at  least  once  in  the  first  week 
of  operation  under  the  Program,  to 
promply  take  such  actions  as  are  nec¬ 
essary  to  correct  deficiencies  found  at 
the  time  of  the  intital  visit,  to  review 
food  service  operations  at  every  site  at 
least  once  during  the  first  four  weeks 
of  Program  operations,  and  thereafter 
to  maintain  a  reasonable  level  of  site 
monitoring; 

(5)  Provides  an  ongoing  year-round 
service  to  the  community  which  it  pro¬ 
poses  to  serve  under  the  Program 
except  as  provided  for  in  §  225.4(i); 

(б)  Has  the  capability  of  maintaining 
children  on  site  while  meals  are  con¬ 
sumed; 
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(7)  Certifies  that  all  sites  have  been 
visited  and  have  the  capability  and  the 
facilites  for  the  meal  service  planned 
for  the  number  of  children  anticipated 
to  be  served; 

(8)  Is  a  public  or  private  nonprofit 
entity; 

(9)  If  not  a  camp,  provides  documen¬ 
tation  that  its  food  service  will  serve 
children  from  an  area  in  which  poor 
economic  conditions  exist.  If  a  camp, 
certifies  that  it  will  collect  family-size 
and  income  information  to  support  its 
Claim  for  Reimbursement. 

(10)  Is  a  summer  school  that  is  open 
to  serve  children  in  addition  to  those 
enrolled  in  the  accredited  school  pro¬ 
gram  or  is  a  school  serving  children 
outside  of  the  summer  school  hours. 

(b)  Applicant  sponsors  shall  make 
written  application  to  the  State 
agency  for  participation  in  the  Pro¬ 
gram  as  sponsors.  Such  application 
shall  be  made  on  a  timely  basis  in  ac¬ 
cordance  with  the  requirements  of 
§225.5(i). 

(c)  Each  applicant  sponsor  shall 
submit,  as  part  of  the  application,  a 
site  information  sheet,  as  developed  by 
the  State  agency,  for  each  site  where  a 
food  service  operation  is  proposed. 

(d)  Applications  shall  include  infor¬ 
mation  in  sufficient  detail  to  enable 
the  State  agency  to  determine  wheth¬ 
er  the  applicant  sponsor  meets  the  cri¬ 
teria  for  participation  in  the  Program 
as  set  forth  in  paragraph  (a)  of  this 
section  and  the  extent  of  Program 
payments  needed,  including  requests 
for  advance  payments  and  start-up 
payments,  if  applicable.  In  addition, 
all  applicant  sponsors  must  include  a 
management  plan  for  review  and  ap¬ 
proval  by  the  State  agency.  Such  a 
plan  shall  include  the  applicant  spon¬ 
sor’s  administrative  and  operating 
budget,  staffing  and  monitoring  plan. 

(e)  Each  applicant  sponsor  shall 
submit  to  the  State  agency,  as  part  of 
the  application  for  particiption,  a  com¬ 
plete  administrative  budget  for  State 
agency  review  and  approval.  The 
budget  shall  contain  the  projected  ad¬ 
ministrative  expenses  which  a  sponsor 
expects  to  incur  during  the  operation 
of  the  Program,  and  shall  include  in¬ 
formation  in  sufficient  detail  to  enable 
the  State  agency  to  effectively  deter¬ 
mine  the  amount  of  administrative 
monies  needed  by  a  sponsor  to  effec¬ 
tively  and  efficiently  operate  under 
the  ^ogram.  A  sponsor’s  approved  ad¬ 
ministrative  budget  shall  be  subject  to 
subsequent  review  by  the  State  agency 
for  adjustments  in  projected  adminis¬ 
trative  costs. 

(f)  Each  applicant  sponsor  shall 
submit  to  the  State  agency,  along  with 
its  application,  a  plan  for  and  a  synop¬ 
sis  of  its  invitation  to  bid  for  food  ser¬ 
vice,  if  a  bid  is  required  under  §  225.11, 
and  a  copy  of  its  letter  of  engagement 
with  a  certified  public  accountant  or 
an  independent  State  or  local  govern¬ 


ment  accountant  if  required  under 
paragraph  (j)  of  this  section.  In  addi¬ 
tion,  the  selected  accountant  shall, 
within  the  first  two  weeks  of  operation 
under  the  Program,  submit  a  copy  of 
the  management  letter  to  the  sponsor 
and  to  the  State  agency. 

(g)  Each  applicant  sponsor,  except  a 
camp,  shall  submit,  along  with  its  site 
information  sheet,  documentation  sup¬ 
porting  the  eligibility  of  each  site  as 
serving  an  area  in  which  poor  econom¬ 
ic  conditions  exist.  Camps  shall  submit 
to  the  State  agency,  prior  to  filing 
their  Claims  for  Reimbursement  for 
each  session  or  at  such  time  as  speci¬ 
fied  by  the  State  agency,  family-size 
and  income  information  which  docu¬ 
ments  the  number  of  children  enrolled 
in  each  session  whose  family  incomes 
meet  the  eligibility  requirements  for 
free  or  reduced  price  school  meals. 

(h)  Sponsors  approved  for  participa¬ 
tion  in  the  Program  shall  enter  into 
written  agreements  with  the  State 
agency,  or,  in  those  States  in  which 
FNSRO  administers  the  Program, 
sponsors  shall  enter  into  written 
agreements  with  the  Department. 
Such  agreements  shall  provide  that 
the  sponsor  shall: 

(1)  Operate  a  nonprofit  food  service 
during  any  period  from  May  through 
September  for  children  on  school  va¬ 
cation  or  at  some  other  time  or  times 
during  the  year  for  children  on  school 
vacation  under  a  continuous  school 
calendar  system; 

(2)  Serve  meals  which  meet  the  re¬ 
quirements  and  provisions  set  forth  in 
§  225.10  during  a  period  designated  as 
the  meal  service  period  by  the  sponsor, 
and  serve  the  same  meals  to  all  chil¬ 
dren; 

(3)  Serve  meals  without  cost  to  all 
children,  except  that  camps  may 
charge  for  meals  served  to  children 
who  are  not  eligible  for  free  or  re¬ 
duced  price  school  meals; 

(4)  Issue  a  policy  statement  in  accor¬ 
dance  with  §  225.17; 

(5)  Hold  training  sessions  for  its  ad¬ 
ministrative  and  site  personnel  with 
regard  to  Program  duties  and  allow  no 
site  to  operate  until  site  personnel 
have  attended  such  training  sessions. 
Training  of  site  personnel,  at  a  mini¬ 
mum,  shall  include:  Purpose  of  the 
Program,  site  eligibility,  recordkeep¬ 
ing,  site  operations,  meal  pattern  re¬ 
quirements.  and  duties  of  a  monitor. 
Each  sponsor  shall  ensure  that  its  ad¬ 
ministrative  personnel  attend  State 
agency  training  provided  to  sponsors 
under  §  225.5(0)  and  sponsors  shall 
provide  training  throughout  the 
summer  to  ensure  that  administrative 
and  site  personnel  are  thoroughly 
knowledgeable  in  all  requisite  areas  of 
Program  administration  and  operation 
and  are  provided  with  sufficient  infor¬ 
mation  to  enable  them  to  carry  out 
their  Program  responsibilities. 

(6)  Provide  for  an  audit  to  be  per¬ 
formed  by  an  independent  certified 


public  accountant  or  an  independent 
State  or  local  government  accountant 
of  its  food  service  imder  any  Program 
agreement  for  which  it  may  receive 
over  $50,000  in  Program  payments, 
and  agree  to  submit  to  the  State 
agency  a  copy  of  the  letter  of  engage¬ 
ment  with  the  accounting  firm  or  indi¬ 
vidual  which  is  to  conduct  the  audit; 

(7)  Claim  reimbursement  only  for 
the  type  or  types  of  meals  specified  in 
the  agreement  and  served  without 
charge  to  children  at  approved  sites 
during  the  approved  meal  service 
period;  except  that  camps  shall  claim 
reimbursement  only  for  the  type  or 
types  of  meals  specified  in  the  agree¬ 
ment  and  served  without  charge  to 
children  who  are  eligible  for  free  or  re¬ 
duced  price  school  meals; 

(8)  Submit  Claims  for  Reimburse¬ 
ment  in  accordance  with  procedures 
established  by  the  State  agency; 

(9)  Maintain,  in  the  storage,  prep¬ 
aration  and  service  of  food,  proper 
sanitation  and  health  standards  in 
conformance  with  all  applicable  State 
and  local  laws  and  regulations; 

(10)  Purchase,  in  as  large  quantities 
as  may  be  efficiently  utilized  in  the 
Pl'ogram.  foods  designated  as  plentiful 
by  the  State  agency  or  the  Depart¬ 
ment; 

(11)  Accept  and  use,  in  as  large 
quantities  as  may  be  efficiently  uti¬ 
lized  in  the  Program,  such  foods  as 
may  be  offered  as  a  donation  by  the 
Department; 

(12)  Have  access  to  facilities  neces¬ 
sary  for  storing,  preparing,  and  serv¬ 
ing  food; 

(13)  Maintain  a  financial  manage¬ 
ment  system  as  prescribed  by  the 
State  agency; 

(14)  Maintain  on  file  documentation 
of  site  visits  in  accordance  with  para¬ 
graph  (a)(4)  of  this  section;  and 

(15)  Upon  request,  make  all  accovmts 
and  records  pertaining  to  the  Program 
available  to  State,  Federal,  or  other 
authorized  officials  for  audit  or  ad¬ 
ministrative  review,  at  a  reasonable 
time  and  place.  Such  records  shall  be 
retained  for  a  period  of  3  years  after 
the  end  of  the  fiscal  year  to  which 
they  pertain,  except  that,  if  audit  find¬ 
ings  have  not  been  resolved,  the  re¬ 
cords  shall  be  retained  beyond  the  3- 
year  period  as  long  as  required  for  the 
resolution  of  any  issues  raised  by  the 
audit. 

(i)  Sponsors  selected  for  participa¬ 
tion  in  the  Program  shall  submit  evi¬ 
dence  to  the  State  agency  that  they 
have  advised  the  appropriate  health 
department  of  their  intention  to  pro¬ 
vide  a  food  service  during  a  specific 
period  at  specific  sites.  Such  evidence 
shall  be  in  the  form  of  a  letter  to  the 
health  department. 

(j)  Each  sponsor  whose  total  I*ro- 
gram  payments  under  any  I*rogram 
agreement  are  expected  to  exceed 
$50,000  shall  have  an  audit  conducted 
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of  its  Program  claims  and  the  support¬ 
ing  documentation  for  those  clain^  by 
an  independent  certified  public  ac- 
coimtant  or  an  independent  State  or 
local  government  accoimtant  and  shall 
submit  to  the  State  agency  a  copy  of 
the  letter  of  engagement  with  the  ac¬ 
counting  firm  or  individual  which  is  to 
conduct  the  audit.  The  sponsor’s  final 
Claim  for  Reimbursement  under  the 
agreement  shall  not  be  eligible  for 
payment  until  the  audit  has  been  com¬ 
pleted  and  the  results  have  been  re¬ 
viewed  by  the  State  agency.  The  cost 
of  the  audit  may  be  considered  an  ad¬ 
ministrative  cost.  All  such  audits  shall 
be  subject  to  review  by  the  Depart¬ 
ment. 

(k)  Sponsors  shall  not  claim  reim¬ 
bursement  under  Parts  210,  215,  220, 
or  226  of  this  chapter,  or  any  other 
federally  funded  program  for  meals 
served  under  the  Program. 

(l)  Each  sponsor  shall,  to  the  maxi¬ 
mum  extent  feasible,  utilize  either  its 
own  food  service  facilities,  or  obtain 
meals  from  a  school  food  service  facili¬ 
ty.  If  the  sponsor  obtains  meals  from  a 
school  food  service  facility  the  applica¬ 
ble  requirements  of  this  part  shall  be 
embodied  in  a  written  agreement  be¬ 
tween  the  sponsor  and  the  school. 

(m)  Sponsors  shall  operate  the  food 
service  in  accordance  with  the  provi¬ 
sions  of  this  part  and  any  instructions 
and  handbooks  issued  by  FNS  under 
this  part  or  issued  by  the  State  agency 
which  are  not  inconsistent  with  the 
provisions  of  this  part. 

§  225.10  Food  service  requirements. 

(a)  Except  as  otherwise  provided  in 
this  section  and  any  appendices  to  this 
part,  each  meal  served  in  the  Program 
shall  contain,  as  a  minimum,  the  indi¬ 
cated  food  components: 

(DA  breakfast  shall  contain: 

(1)  One-half  pint  (1  cup)  of  milk  as  a 
beverage  or  on  cereal  or  used  in  part 
for  each  purpose. 

(ii)  One-half  cup  serving  of  fruit  or 
vegetable,  or  both,  or  full-strength 
fruit  or  vegetable  juice,  and 

(iii)  One  slice  of  whole-grain  or  en¬ 
riched  bread:  or  an  equivalent  quanti¬ 
ty  of  combread,  biscuits,  rolls,  muf¬ 
fins,  etc.,  made  of  whole-grain  or  en¬ 
riched  meal  or  flour;  or  %  cup 
(volume)  or  1  ounce  (weight),  whichev¬ 
er  is  less,  of  whole-grain  or  enriched  or 
fortified  cereal,  or  an  equivalent  quan¬ 
tity  of  any  combination  of  these  foods. 

(2)  A  lunch  or  supper  shall  contain: 

(i)  One-half  pint  (1  cup)  of  milk  as  a 
beverage, 

(ii)  Two  oimces  (edible  portion  as 
served)  of  cooked  lean  meat,  poultry, 
or  fish;  or  2  ounces  of  cheese;  or  one 
egg;  or  14  cup  of  cooked  dry  beans  or 
peas;  or  4  tablespoons  of  peanut 
butter;  or  an  equivalent  quantity  of 
any  combination  of  the  above-listed 
foods.  To  be  counted  in  meeting  this 
requirement,  these  foods  must  be 


served  as  a  main  dish  or  in  a  main  dish 
and  one  other  menu  item. 

(iii)  A  three-fourths  cup  serving  con¬ 
sisting  of  two  or  more  vegetables  or 
fruit,  or  both.  Pull-strength  vegetable 
or  fruit  juice  may  be  coimted  to  meet 
not  more  than  one-fourth  cup  of  this 
requirement, 

(iv)  One  slice^  of  whole-grain  or  en¬ 
riched  bread,  or  an  equivalent  quanti¬ 
ty  of  combread,  biscuits,  rolls,  muf¬ 
fins,  etc.,  made  of  whole-grain  or  en¬ 
riched  meal  or  flour. 

(3)  Supplemental  food  shall  contain 
two  of  the  following  four  components: 

(i)  One-half  pint  (1  cup)  of  milk. 

(ii)  One  ounce  of  meat  or  meat  alter¬ 
nate, 

(iii)  Eight  fluid  ounces  of  full 
strength  fruit  or  vegetable  juice 
(juices  shall  not  be  served  when  milk 
is  served)  or  one  cup  of  fruit  or  vegeta¬ 
ble. 

(iv)  One  slice  of  whole-grain  or  en¬ 
riched  bread,  or  an  equivsdent  quanti¬ 
ty  of  combread,  biscuits,  rolls,  muf¬ 
fins,  etc.,  made  of  whole-grain  or  en¬ 
riched  meal  or  flour,  or  three-fourths 
cup  (volume)  or  one  ounce  (weight), 
whichever  is  less,  of  whole-grain  or  en¬ 
riched  or  fortified  cereal,  or  an  equiv¬ 
alent  quantity  of  any  combination  of 
these  foods. 

(b)  The  quantities  of  food  specified 
in  subparagraphs  (1)  and  (2)  of  para¬ 
graph  (a)  of  this  section  are  approxi¬ 
mate  amounts  of  food  to  serve  10  to  12 
year-old  boys  and  girls.  Greater  or 
lesser  amounts  of  these  foods  may  be 
served  if  particip>ating  children  are 
older  or  younger  and  if  the  si>onsor 
can  demonstrate  to  the  satisfaction  of 
the  State  agency  that  it  has  the  capa¬ 
bility  of  controlling  portion  size  so  as 
to  ensure  that  variations  in  portion 
size  are  in  accordance  with  the  age 
levels  of  the  children  served. 

(c)  If  emergency  conditions  prevent 
a  sponsor  normally  having  a  supply  of 
milk  from  temporarily  obtaining  deliv¬ 
ery,  the  State  agency  may  approve  the 
service  of  breakfast,  lunches,  suppers, 
or  supplemental  food  without  milk 
during  the  emergency  period. 

(d)  The  inability  of  a  sponsor  to 
obtain  a  supply  of  milk  on  a  continu¬ 
ing  basis  shall  not  bar  it  from  partici¬ 
pation  in  the  Program.  In  such  cases 
the  State  agency  may  approve  the  ser¬ 
vice  of  meals  without  milk,  provided 
that  an  equivalent  amount  of  canned, 
whole  dry,  or  nonfat  dry  milk  is  used 
in  the  preparation  of  the  components 
of  all  meals.  In  addition,  the  State 
agency  may  approve  the  use  of  nonfat 
dry  milk  by  camps  in  meals  served  to 
children  participating  in  camp-spon¬ 
sored  activities  which  make  the  service 
of  fluid  milk  impracticable.  Such  au¬ 
thorization  shall  stipulate  that  nonfat 
dry  milk  be  reconstituted  at  normal  di¬ 
lution  and  under  sanitary  conditions 
consistent  with  State  and  local  health 
regulations. 


(e)  In  American  Samoa.  Guam, 
Puerto  Rico,  the  Virgin  Islands  of  the 
United  States,  the  Trust  Territory  of 
the  Pacific  Islands  and  the  Northern 
Mariana  Islands,  the  following  vari¬ 
ations  from  the  meal  requirements  are 
authorized:  A  serving  of  a  starchy 
vegetable,  such  as  ufi,  tanniers,  yams, 
plaintains,  sweet  potatoes,  or  a  serving 
of  enriched  rice  or  enriched  or  whole- 
grain  cereal  products  such  as  macaro¬ 
ni.  dumplings  or  noodles  may  be  sub¬ 
stituted  for  the  bread  requirement. 

(f)  Substitutions  may  be  made  by 
sponsors  in  paragraph  (a)  of  this  sec¬ 
tion  if  individual  participating  chil¬ 
dren  are  unable,  because  of  medical  or 
other  special  dietary  needs,  to  con¬ 
sume  such  food.  Such  substitutions 
shall  be  made  only  when  supported  by 
a  statement  from  a  recognized  medical 
authority  which  includes  recommend¬ 
ed  alternate  foods.  Such  statements 
shall  be  kept  on  file  by  the  sponsor. 

(g)  FNS  may  approve  variations  in 
the  food  components  of  the  meals  on 
an  experimental  or  a  continuing  basis 
for  any  sponsor  where  there  is  evi¬ 
dence  that  such  variations  are  nutri¬ 
tionally  sound  and  are  necessary  to 
meet  ethnic,  religious,  economic,  or 
physical  needs. 

(h)  Sponsors  approved  to  serve  chil¬ 
dren  imder  1  year  of  age  shall  be  re¬ 
quired  to  comply  with  the  applicable 
meal  patterns  contained  in  the  Child 
Care  Pood  Program  regulations  (7 
CTR  Part  226). 

§225.11  Food  service  management  compa¬ 
nies. 

(a)  Any  sponsor  may  contract  with  a 
food  service  management  company  (or 
other  commercial  enterprise)  for  the 
preparation  of  vmltized  meals,  with  or 
without  milk.  Sponsors  may.  prior  to 
issuance  of  bids,  submit  in  writing  to 
the  State  agency,  requests  for  excep¬ 
tions  to  unitizing  certain  components 
of  a  meaL  Such  requests  shall  include 
sufficient  reasons  for  the  State  agency 
to  determine  that  the  exception  is  nec¬ 
essary  to  effectively  meet  the  meal  re¬ 
quirements  of  this  part.  Each  State 
agency  shall  notify  the  sponsor  in 
writing  of  its  determination  in  a 
timely  manner.  Any  sponsor  may  con¬ 
tract  with  a  food  service  management 
company  to  operate  its  entire  food  ser¬ 
vice:  Provided,  however.  That  a  spon¬ 
sor  that  so  employs  a  food  service 
management  company  shall  remain  re¬ 
sponsible  for  assuring  that  the  food 
service  operation  is  in  comformity 
with  its  agreement  with  the  State 
agency  and  all  applicable  provisions  of 
this  part.  Sponsors  may  contract  only 
with  food  service  management  compa¬ 
nies  registered  with  the  State  in  which 
the  sponsor  will  operate,  as  provided 
for  under  §  225.5(u).  A  food  service 
management  company  entering  into  a 
contract  with  a  ^>onsor  under  the  Pro¬ 
gram  shall  not  subcontract  with  only 
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one  company  for  the  total  meal,  with 
or  without  milk,  or  for  the  assembly  of 
the  meal.  Any  sponsor  entering  into  a 
contract  with  a  food  service  manage¬ 
ment  company  shall  use  the  standard 
form  of  contract  established  by  its 
State  agency.  For  sponsors  which  are 
public  institutions,  sponsors  desiring 
to  contract  only  for  the  management 
of  the  Program,  and  sponsors  whose 
contract  with  a  food  service  manage¬ 
ment  company  will  not  exceed  $10,000 
this  may  be  their  existing  or  usual 
form  of  contract  if  such  form  of  con¬ 
tract  has  been  submitted  to  and  ap¬ 
proved  by  the  State  agency.  In  any 
event,  sponsors  shall  adhere  to  the 
procurement  standards  set  forth  in 
§  225.15.  Each  proposed  additional  pro¬ 
vision  to  the  established  form  of  con¬ 
tract  shall  be  submitted  to  the  State 
agency  for  approval. 

(1)  In  the  absence  of  any  State  or 
local  law,  sponsors  whose  proposed 
contracts  are  subject  to  competitive 
bidding  procedure  shall,  at  a  mini¬ 
mum,  ensure  that: 

(1)  All  proposed  contracts  shall  be 
publicly  announced  at  least  14  days 
prior  to  the  opening  of  bids; 

(ii)  The  bids  shall  be  publicly 
opened; 

(iii)  All  bidders  shall  be  notified  at 
least  5  days  prior  to  the  opening  of  the 
bids  of  the  time  and  place  of  the  bid 
opening;  and 

(iv)  The  State  agency  is  notified  at 
least  14  days  prior  to  the  opening  of 
the  bids,  of  the  time  and  place  of  the 
bid  opening. 

(2)  In  addition,  sponsors  shall,  at  a 
minimum,  when  advertising  for  bids 
adhere  to  the  following  requirements: 

(i)  The  invitation  to  bid  shall  not 
specify  a  minimum  price; 

(ii)  The  invitation  to  bid  shall  con¬ 
tain  a  cycle  menu  approved  by  the 
State  agency  upon  which  the  bid  shall 
be  based; 

(iii)  The  invitation  to  bid  shall  con¬ 
tain  food  specifications  and  meal  qual¬ 
ity  standards  approved  by  the  State 
agency  upon  which  the  bid  shall  be 
based; 

(iv)  The  invitation  to  bid  shall  not 
specify  special  meal  requirements  to 
meet  ethnic  or  religious  needs  unless 
such  special  requirements  are  neces¬ 
sary  to  meet  the  needs  of  the  children 
to  be  served; 

(V)  Neither  the  invitation  to  bid  nor 
the  contract  shall  provide  for  loans  or 
any  other  monetary  benefit  or  term  or 
condition  to  be  made  to  sponsors  by 
food  service  management  companies; 

(vi)  Nonfood  items  shall  be  excluded 
from  the  invitation  to  bid.  except 
where  such  items  are  essential  to  the 
conduct  of  the  food  service; 

(vii)  A  copy  of  the  health  certifica¬ 
tion  required  in  this  section  shall  be 
submitted  by  the  food  service  manage¬ 
ment  company  with  each  bid; 

(viii)  Sponsors  shall  submit  to  the 
State  agency  copies  of  all  bids  received 
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and  the  reason  for  selecting  the  food 
service  management  company  chosen; 

(ix)  All  bids  totaling  $100,000  or 
more  shall  be  submitted  to  the  State 
agency  for  approval  before  acceptance. 
All  bids  in  an  amount  which  exceeds 
the  lowest  bid  by  more  than  two  (2) 
cents  per  meal  shall  be  submitted  to 
the  State  agency  for  approval  before 
acceptance.  State  agencies  shall  re¬ 
spond  to  a  request  for  approval  within 
5  working  days  of  receipt;  and 

(x)  Identical  bic^  shall  be  awarded 
by  lot. 

(b)  Copies  of  all  contracts  between 
sponsors  and  food  service  management 
companies,  along  with  a  certification 
of  independent  price  determination, 
shall  be  submitted  to  the  State  agency 
IJrior  to  the  beginning  of  Program  op¬ 
erations. 

(c)  Each  food  service  management 
company  which  submits  a  bid  over 
$100,000  shall  obtain  a  bid  bond  in  an 
amount  not  less  than  five  (5)  percent 
nor  more  than  ten  (10)  percent,  as  de¬ 
termined  by  the  sponsor,  of  the  value 
of  the  contract  for  which  the  bid  is 
made.  A  copy  of  the  bid  bond  shall  ac¬ 
company  each  bid. 

(d)  Each  food  service  management 
company  which  enters  into  a  food  ser¬ 
vice  contract  for  over  $100,000  with  a 
sponsor  shall  obtain  a  performance 
bond  in  an  amount  not  less  than  ten 
(10)  percent  nor  more  than  twenty- 
five  (25)  percent  of  the  value  of  the 
contract  as  determined  by  the  State 
agency.  Any  food  service  management 
company  which  enters  into  more  than 
one  contract  with  any  one  sponsor 
shall  obtain  a  performance  bond  cov¬ 
ering  all  contracts  if  the  aggregate 
amount  of  such  contracts  exceeds 
$100,000.  Sponsors  shall  require  the 
food  service  management  company  to 
furnish  a  copy  of  the  bond  within  ten 
days  of  the  awarding  of  the  contract. 

(e)  Food  service  management  compa¬ 
nies  shall  obtain  bid  bonds  and  perfor¬ 
mance  bonds  only  from  surety  compa¬ 
nies  listed  in  the  current  Department 
of  the  Treasury  Circular  570. 

(f)  Failure  by  a  sponsor  to  comply 
with  the  provisions  of  this  section 
shall  be  sufficient  grounds  for  the 
State  agency  to  terminate  participa¬ 
tion  by  the  sponsor  in  accordance  with 
§  225.18(b). 

§  225.12  Program  payments. 

(a)  Program  payments  shall  be  made 
to  sponsors  only  after  execution  of 
and  in  accordance  with  the  terms  of 
the  agreement  with  the  State  agency 
or  the  Department.  No  Program  pay¬ 
ments  shall  be  made  for  meals  served 
at  a  site  before  the  sponsor  has  re¬ 
ceived  written  notification  of  approval 
for  the  site  from  the  State  agency. 

(b)  Reimbursement  shall  be  made  to 
camps  only  for  meals  served  to  chil¬ 
dren  whose  eligibility  is  documented 
on  the  basis  of  family  size  and  income 
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information.  Any  nonresidential  camp 
reduced  to  less  than  four  meals  per 
day  under  §225.5(j)(l)  shall  continue 
to  receive  reimbursement  for  only 
those  meals  served  to  children  eligible 
for  free  or  reduced  price  school  meals. 

(c)  Sponsors  which  have  executed  an 
agreement  may,  at  the  discretion  of 
the  State  agency,  receive  start-up  pay¬ 
ments  not  earlier  than  2  months 
before  beginning  food  service  oper¬ 
ations.  Start-up  payments  shall  not 
exceed  20  percent  of  the  amount  esti¬ 
mated  by  the  State  agency  to  be 
needed  by  a  sponsor  to  administer  the 
Program  in  accordance  with  the  spon¬ 
sor’s  approved  administrative  budget, 
as  provided  for  imder  §  225.9(e).  Start¬ 
up  payments  shall  be  deducted  from 
the  first  advance  payment  made  to  a 
sponsor  for  allowable  administrative 
costs. 

(d)  Payment  to  a  sponsor  for  admin¬ 
istrative  costs  shall  equal  the  full 
amount  of  administrative  costs  as  ap¬ 
proved  in  its  budget  by  the  State 
agency,  except  that  a  sponsor’s  ap¬ 
proved  administrative  budget  shall  be 
subject  to  subsequent  review  by  the 
State  agency  for  adjustments  in  pro¬ 
jected  administrative  costs  if  the  spon¬ 
sor’s  level  of  site  participation  or 
number  of  meals  served  to  eligible 
children  changes  significantly:  Pro¬ 
vided,  however.  That  a  sponsor  shall 
not  receive  payment  for  administrative 
costs  in  excess  of  its  actual  expendi¬ 
tures  for  approved  administrative 
costs  or  the  per  meal  administrative 
rates  by  type  set  forth  in  §  225.8(c)  for 
meals  actually  served  to  eligible  chil¬ 
dren,  whichever  is  less. 

(e)  Payment  to  a  sponsor  for  net 
Program  costs  shall  not  exceed  92.75 
cents  for  each  lunch  or  supper,  51.50 
cents  for  a  breakfast  and  24.25  cents 
for  supplemental  food:  Provided,  how¬ 
ever,  That  the  total  Program  pay¬ 
ments  paid  to  a  sponsor  for  net  Pro¬ 
gram  costs  do  not  exceed  the  lesser  of: 

( 1 )  The  above  rates  times  the  meals  by 
type  actually  served  to  eligible  chil¬ 
dren  during  the  Program  operation,  or 

(2)  the  actual  net  Program  costs. 

(f)  Sponsors  shall  maintain  accurate 
records  to  justify  the  net  Program 
costs  and  administrative  costs  claimed. 
Sponsors  who  wish  to  claim  only  for 
the  costs  of  obtaining  food  shall  main¬ 
tain  accurate  records  to  justify  their 
food  cost.  In  no  instance  shall  Pro¬ 
gram  payments  for  the  costs  of  obtain¬ 
ing  food  exceed  the  per  meal  net^o- 
gram  payment  rates. 

(g)  Sponsors  shall  plan  for  and  pre¬ 
pare  or  order  meals  on  the  basis  of 
participation  trends,  with  the  objec¬ 
tive  of  providing  only  one  meal  per 
child  at  each  meal  service.  Records  of 
participation  and  of  preparation  or  or¬ 
dering  of  meals  shall  be  maintained  to 
demonstrate  positive  action  toward 
this  objective.  In  recognition  of  the 
fluctuation  in  participation  levels 
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which  makes  it  difficult  to  precisely 
estimate  the  number  of  meals  needed 
and  to  reduce  the  resultant  waste,  any 
excess  meals  that  are  prepared  or  or¬ 
dered  may  be  served  to  children  and 
may  be  claimed  for  reimbuirsement 
unless  the  State  agency  determines 
that  the  sponsor  has  failed  to  plan  and 
prepare  or  order  meals  with  the  objec¬ 
tive  of  providing  only  one  meal  per 
child  at  each  meal  service.  In  monitor¬ 
ing  the  number  of  meals  served  at  a 
site,  the  State  agency  shall  withhold 
reimbursement  for  those  meals  served 
to  children  which  exceed  the  number 
of  children  being  served  by  the  site 
when  the  State  agency  determines 
that  the  sponsor  has  not  complied 
with  the  provisions  of  this  paragraph. 

§  225.13  Program  payment  procedures. 

(a)  To  be  reimbursed  under  this 
part,  each  sponsor  shall  submit  Claims 
for  Reimbursement  to  the  State 
agency  monthly  by  the  10th  day  fol¬ 
lowing  the  period  of  operations  cov¬ 
ered  by  the  Claim.  Claims  may  be  sub¬ 
mitted  more  frequently  at  the  discre¬ 
tion  of  the  State  agency.  Sponsors 
whose  final  period  of  operation  is  less 
than  10  days  in  duration  shall  submit 
a  combined  Claim  covering  the  final 
period  and  the  period  immediately 
preceding  the  final  period.  Any  Claim 
for  Reimbursement  not  received  by 
the  State  agency  within  30  days  after 
the  close  of  the  sponsor’s  food  service 
operations  shall  be  disqualified  from 
payment,  except  where  the  State 
agency  determines  that  the  Claim  has 
been  filed  late  because  of  circum¬ 
stances  beyond  the  control  of  the 
sponsor.  Appropriate  payments  may 
then  be  made  if  the  Claim  submitted 
by  the  sponsor  is  valid. 

(b)  Claims  for  Reimbursement  shall 
include  data  in  sufficient  detail  to  jus¬ 
tify  the  reimbursement  claimed  and  to 
enable  the  State  agency  to  provided 
the  required  information  for  Program 
reports.  In  submitting  a  Claim  for  Re¬ 
imbursement,  in  addition  to  the  certi¬ 
fication  requirements  set  forth  in 
§225.5(w).  each  sponsor  shall  certify 
that  records  are  available  to  support 
the  Claim. 

(c)  Not  later  than  June  1,  July  15. 
and  August  15  of  each  fiscal  year,  or  in 
the  case  of  sponsors  which  operate 
under  a  continuous  school  calendar, 
the  first  day  of  each  month  of  oper¬ 
ation,  the  State  agency  shall  forward 
advance  net  Program  payments  to 
each  sponsor  if  a  request  for  such  pay¬ 
ment  was  received  from  the  sponsor 
no  later  than  30  days  prior  to  the  date 
for  each  such  payment:  Provided,  how¬ 
ever,  That  the  State  agency  shall  not 
release  the  second  month’s  advance 
net  Program  payment  to  any  sponsor 
which  has  not  certified  that  it  has 
held  training  sessions  for  its  own  per¬ 
sonnel.  including  site  personnel,  with 
regard  to  Program  duties  and  responsi¬ 


bilities:  And  provided,  further.  That  no 
advance  net  Program  payment  shall 
be  made  for  any  month  in  which  the 
sponsor  will  serv’e  meals  under  the 
Program  for  less  than  10  days.  Re¬ 
quests  by  sponsors  for  advance  net 
Program  payments  received  less  than 
30  days  preceding  the  applicable  pay¬ 
ment  date  shall  be  paid  by  the  State 
agency  within  30  days  of  receipt. 

(d)  Each  month’s  advance  net  Pro¬ 
gram  payment  to  any  sponsor  shall  be 
in  an  amount  equal  to:  (1)  The  total 
net  Program  payment  for  meals  served 
by  such  sponsor  in  the  same  calendar 
month  of  the  preceding  calendar  year, 
or  (2)  50  percent  of  the  amount  deter¬ 
mined  by  the  State  agency  to  be 
needed  by  the  sponsor  for  meals,  if  the 
sponsor  contracts  with  a  food  service 
management  company,  or  (3)  65  per¬ 
cent  of  the  amount  determined  by  the 
State  agency  to  be  needed  by  the 
sponsor  for  meals  for  that  month,  if 
the  sponsor  prepares  its  own  meals, 
whichever  amount  it  greater:  Pro¬ 
vided,  however.  That  the  advance  net 
Program  payment  may  not  exceed  the 
total  amount  estimated  by  the  State 
agency  to  be  needed  by  the  sponsor 
for  meals  to  be  served  in  the  month 
for  which  the  advance  net  Program 
payment  is  made. 

(e)  Not  later  than  June  1  and  July  15 
of  each  fiscal  year,  or  in  the  case  of 
sponsors  which  operate  under  a  con¬ 
tinuous  school  calendar,  the  first  day 
of  each  month  of  operation,  the  State 
agency  shall  forward  advance  adminis¬ 
trative  costs  payments  to  each  sponsor 
if  a  request  for  such  payment  was  re¬ 
ceived  from  the  sponsor  no  later  than 
30  days  prior  to  the  date  for  each  such 
payment:  Provided,  however.  That  (1) 
the  State  agency  shall  not  release  the 
second  month’s  advance  administra¬ 
tive  cost  payment  to  any  sponsor  until 
the  sponsor  has  certified  that  it  is  op¬ 
erating  the  number  of  sites  for  which 
the  administrative  budget  was  ap¬ 
proved,  and  that  there  has  been  no 
significant  change  in  its  projected  ad¬ 
ministrative  costs  since  approval  of 
the  administrative  budget.  (2)  no  ad¬ 
vance  administrative  costs  payment 
shall  be  made  for  any  month  in  which 
the  sponsor  will  operate  under  the 
Program  for  less  than  10  days,  and  (3) 
in  the  case  of  a  sponsor  that  operates 
less  than  ten  (10)  days  in  June  but  at 
least  ten  (10)  days  in  August,  the 
second  month’s  advance  administra¬ 
tive  costs  payment  shall  be  made  on 
August  15.  Requests  by  sponsors  for 
advance  administrative  cost  payments 
received  less  than  30  days  preceding 
the  applicable  payment  date  shall  be 
paid  by  the  State  agency  within  30 
days  of  receipt. 

(f)  Each  sponsor’s  first  month’s  ad¬ 
vance  administrative  costs  payment 
shall  be  in  an  amount  equal  to  one- 
third  of  the  amount  established  by  the 
State  agency  to  be  needed  by  the 


sponsor  to  administer  the  Program. 
Each  sponsor’s  second  month’s  ad¬ 
vance  administrative  costs  payment 
shall  be  in  an  amount  equal  to  one- 
third  of  the  amount  established  by  the 
State  agency  to  be  needed  by  the 
sponsor  to  administer  the  Program.  In 
the  case  of  sponsors  which  will  oper¬ 
ate  ten  (10)  days  or  more  in  only  one 
month  and  thereby  will  qualify  for 
only  one  advance  administrative  costs 
payment  the  State  agency  shall  pro¬ 
vide  an  advance  administrative  costs 
payment  of  no  less  than  one-half  and 
no  more  than  two-thirds  of  the 
amount  established  by  the  State 
agency  be  to  needed  by  the  sponsor  as 
indicated  in  its  approved  administra¬ 
tive  budget.  The  State  agency  shall 
forward  any  remaining  payment  due 
to  a  sponsor  no  later  than  45  days  fol¬ 
lowing  receipt  of  valid  claims:  Pro¬ 
vided,  however.  That  the  State  agency 
shall  not  pay  any  sponsor  for  its  final 
claim  until  the  sponsor  has  certified 
that  it  did  operate  all  sites  approved  in 
the  administrative  budget  and  that 
there  has  been  no  significant  change 
in  the  projected  administrative  costs 
since  the  preceding  claim  or,  in  the 
case  of  sponsors  which  will  receive 
only  one  month’s  advance,  that  there 
has  been  no  significant  change  in  the 
projected  administrative  costs  since 
pa3mient  of  the  initial  advance  admin¬ 
istrative  cost  payment.  The  total  Pro¬ 
gram  payment  paid  to  a  sponsor  for 
administrative  costs  shall  not  exceed 
the  lesser  of:  (1)  The  approved  admin¬ 
istrative  budget  and  any  amendments 
thereto  or  (2)  actual  expenditures  in¬ 
curred  for  administrative  costs  or  (3) 
the  per-meal  administrative  rates  con¬ 
tained  in  §  225.8(c)  times  meals  by  type 
actually  served  to  eligible  children. 

(g)  The  total  of  the  advance  net  Pro¬ 
gram  payment  to  any  sponsor  for  a 
given  month  and  the  advance  adminis¬ 
trative  cost  payment  to  the  same  spon¬ 
sor  for  the  same  month  shall  not 
exceed  $40,000:  Provided,  however. 
That  a  State  agency  may  make  ad¬ 
vance  payments  totalling  more  than 
$40,000  to  a  sponsor  for  a  given  month 
if  the  State  determines  that  a  larger 
payment  is  necessary  for  the  effective 
operation  of  the  Program  and  the 
sponsor  demonstrates  sufficient  ad¬ 
ministrative  and  management  capabili¬ 
ty  to  justify  a  larger  payment. 

(h)  Any  prior  Program  payment 
which  is  under  dispute  or  which  is 
part  of  a  demand  for  recovery  under 
§  225.14(a)  or  §  225.14(d)  shall  be  de¬ 
ducted  from  any  advance  net  Program 
payment  or  advance  administrative 
costs  payment. 

(i)  If  the  State  agency  has  reason  to 
believe  that  a  sponsor  will  not  be  able 
to  submit  a  valid  Claim  for  Reimburse¬ 
ment  covering  the  period  for  which 
advance  net  Program  payments  and 
advance  administrative  costs  pasmnents 
have  been  made,  the  subsequent 
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month’s  advance  net  Program  pay¬ 
ment  and  advance  administrative  cost 
payment  shall  be  withheld  until  such 
time  as  the  State  agency  has  received 
a  valid  claim.  Sponsors  shall  repay  ad¬ 
vanced  Program  payments  which  are 
not  subsequently  deducted  from  a 
valid  Claim  for  Reimbursement  upon 
demand  by  the  State  agency.  Any  in¬ 
terest  earned  on  advance  net  Program 
payments  and  advance  administrative 
cost  payments  shall  be  returned  to  the 
State  agency  for  remittance  to  FNS. 

§  225.14  Claims  against  sponsors. 

(a)  State  agencies  shall  disallow  any 
portion  of  a  Claim  for  Reimbursement 
and  promptly  recover  any  Program 
payment  made  to  a  sponsor  that  was 
not  properly  payable  under  this  part. 
State  agencies  shall  use  their  own  pro¬ 
cedures  to  disallow  claims  and  recover 
overpayments  already  made.  This 
shall  include  court  actions,  where  ap¬ 
propriate.  However,  the  State  agency 
shall  notify  the  sponsor  of  the  reasons 
for  any  disallowance  or  demand,  and 
allow  the  sponsor  full  opportunity  to 
submit  evidence  on  appeal  as  provided 
for  in  §225.5(x).  If,  in  the  determina¬ 
tion  of  FNS,  a  State  agency  has  acted 
in  conformity  with  the  provisions  of 
this  part  and  has  made  every  reason¬ 
able  effort  to  recover  any  overpay¬ 
ment,  the  State  agency  shall  not  be 
liable  for  failure  to  collect  an  overpay¬ 
ment. 

(b)  The  State  agency  shall  maintain 
all  records  pertaining  to  action  taken 
under  this  section.  Such  records  shall 
be  retained  for  a  period  of  three  years 
after  the  date  of  the  submission  of  the 
final  Financial  Status  Report,  except 
that,  if  audit  findings  have  not  been 
resolved,  the  records  shall  be  retained 
beyond  the  three-year  period  as  long 
as  required  for  the  resolution  of  any 
issues  raised  in  the  audit. 

(c)  The  amounts  recovered  by  the 
State  agency  from  sponsors  may  be 
utilized,  first,  to  make  Program  pay¬ 
ments  to  sponsors  for  the  period  for 
which  the  funds  were  initially  avail¬ 
able,  and  second,  to  repay  any  State 
funds  expended  in  the  payment  of 
Claims  for  Reimbursement  under  the 
Program  not  otherwise  repaid.  Any 
amounts  recovered  which  are  not  so 
utilized  shall  be  returned  to  FNS  in  ac¬ 
cordance  with  the  requirements  of 
this  part. 

(d)  When  FNSRO  administers  the 
Program  with  respect  to  sponsors  and 
disallows  a  Claim  for  Reimbursement 
or  a  portion  of  a  Claim,  or  makes  a 
demand  for  refund  of  an  alleged  over¬ 
payment.  it  shall  notify  the  sponsor  of 
the  reasons  for  such  disallowance  or 
demand,  and  the  sponsor  shall  have 
full  opportunity  to  submit  evidence  as 
provided  for  in  §225.5(x)  or  to  resub¬ 
mit  a  Claim  for  any  amount  disallowed 
or  demanded. 


Subpart  0 — Miscellaneous  Provisions 

§  225.15  Procurement  provisions. 

(a)  This  section  provides  standards 
for  use  by  sponsors  in  establishing 
procedures  for  the  procurement  of 
food,  supplies,  goods,  and  other  ser¬ 
vices  with  Program  payments.  These 
standards  are  furnished  to  insure  that 
such  goods  and  services  are  obtained 
in  an  effective  manner  and  in  compli¬ 
ance  with  the  provisions  of  applicable 
Federal  laws  and  Executive  Orders. 

(b)  The  standards  contained  in  this 
section  do  not  relieve  the  sponsor  of 
the  contractual  responsibilities  arising 
under  its  contracts.  The  sponsor  is  the 
responsible  authority,  without  re¬ 
course  to  the  State  agency  and  the  De¬ 
partment  regarding  the  settlement 
and  satisfaction  of  all  contractual  and 
administrative  issues  arising  out  of 
procurements  entered  into  under  the 
Program.  This  includes  but  is  not 
limited  to;  Disputes,  claims,  protests  of 
award,  source  evaluation  or  other  mat¬ 
ters  of  a  contractual  nature.  Matters 
concerning  violation  of  law  are  to  be 
referred  to  such  local.  State,  or  Feder¬ 
al  authorities  as  may  have  proper  ju¬ 
risdiction. 

(c)  Sponsors  may  use  their  own  pro¬ 
curement  regulations  which  reflect  ap¬ 
plicable  State  and  local  law.  rules  and 
regulations:  Provided,  That  procure¬ 
ments  made  with  Program  payments 
adhere  to  the  provisions  of  Office  of 
Management  and  Budget  Circulars  A- 
102  and  A-110  and  to  the  standards  set 
forth,  as  follows: 

(1)  The  sponsor  shall  maintain  a 
code  or  standards  of  conduct  W’hich 
shall  govern  the  performance  of  its  of¬ 
ficers,  employees,  or  agents  in  con¬ 
tracting  with  and  expending  Program 
payments.  The  officers,  employees,  or 
agents  of  a  sponsor  shall  neither  solic¬ 
it  nor  accept  gratuities,  favors,  or  any¬ 
thing  of  monetary  value  from  contrac¬ 
tors  or  potential  contractors  on  their 
own  behalf  or  for  others.  To  the 
extent  permissible  by  State  or  local 
laws,  rules  or  regulations,  such  stan¬ 
dards  shall  provide  for  penalties,  sanc¬ 
tions.  or  other  disciplinary  actions  to 
be  applied  for  violations  of  such  stan¬ 
dards  by  either  the  sponsor’s  officers, 
employees,  or  agents,  or  by  contrac¬ 
tors  or  their  agents. 

(2)  All  procurement  transactions,  re¬ 
gardless  of  whether  negotiated  or  ad¬ 
vertised  and  without  regard  to  dollar 
value,  shall  be  conducted  in  a  manner 
so  as  to  provide  maximum  open  and 
free  competition.  The  sponsor  shall  be 
alert  to  organizational  conflicts  of  in¬ 
terest  or  non-competitive  practices 
among  contractors  which  may  restrict 
or  eliminate  competition  or  otherwise 
restrain  trade. 

(3)  All  sponsors  shall  establish  pro¬ 
curement  proedures  which  provide  for, 
as  a  minimiun,  the  following  procedur¬ 
al  requirements: 


(i)  Proposed  procurement  actions 
shall  be  reviewed  by  sponsor’s  officials 
to  avoid  purchasing  unnecessary  or 
duplicative  items.  Where  appropriate, 
an  analysis  shall  be  made  of  lease  and 
purchase  alternatives  to  determine 
which  would  be  the  most  economical, 
practical  procurement. 

(ii)  Invitations  for  bids  or  requests 
for  proposals  shall  be  based  upon  a 
clear  and  accurate  description  of  the 
technical  requirements  for  the  materi¬ 
al,  product,  or  service  to  be  procured. 
Such  description  shall  not,  in  competi¬ 
tive  procurements,  contain  features 
which  unduly  restrict  competition, 
“Brand  name  or  equal”  description 
may  be  used  as  a  means  to  define  the 
performance  or  other  salient  require¬ 
ments  of  a  procurement,  and.  when  so 
used,  the  specific  features  of  the  name 
brand  which  must  be  met  by  offerors 
should  be  clearly  specified. 

(iii)  Positive  efforts  shall  be  made  by 
the  sponsors  to  utilize  small  business 
and  minority-owned  business  sources 
of  supplies  and  services.  Such  efforts 
should  allow  these  sources  the  maxi¬ 
mum  feasible  opportunity  to  compete 
for  contracts  to  be  performed  utilizing 
Program  payments. 

(iv)  The  type  of  procuring  instru¬ 
ments  used  (i.e.,  fixed  price  contracts, 
cost  reimbursable  contracts,  purchase 
orders,  incentive  contracts,  etc.)  shall 
be  appropriate  for  the  particular  pro¬ 
curement  and  for  promoting  the  best 
interest  of  the  Program.  The  “cost- 
plus-a-percentage-of-cost”  method  of 
contracting  shall  not  be  used. 

(V)  Formal  advertising,  with  ade¬ 
quate  purchase  description,  sealed 
bids,  and  public  openings  shall  be  the 
required  method  of  procurement 
unless  negotiation  pursuant  to  para¬ 
graph  3  (vi)  of  this  section  is  necessary 
to  accomplish  sound  procurement. 
However,  procurements  of  $10,000  or 
less  need  not  be  so  advertised  unless 
otherwise  required  by  State  or  local 
law  or  regulations.  Where  such  adver¬ 
tised  bids  are  obtained  the  awards 
shall  be  made  to  the  responsible 
bidder  whose  bid  is  responsive  to  the 
invitation  and  is  most  advantageous  to 
the  sponsor,  price  and  other  factors 
considered.  (Factors  such  as  discounts, 
transportation  costs  and  taxes  may  be 
considered  in  determining  the  lowest 
bid.)  Invitations  for  bids  shall  clearly 
set  forth  all  requirements  which  the 
bidder  must  fulfill  in  order  for  his  bid 
to  be  evaluated  by  the  sponsor.  Any  or 
all  bids  may  be  rejected  when  it  is  in 
the  sponsor’s  interest  to  do  so,  and 
such  rejections  are  in  accordance  with 
applicable  State  and  local  law.  rules, 
and  regulations. 

(vi)  Procurements  may  be  negotiated 
if  it  is  impracticable  and  unfeasible  to 
use  formal  advertising.  Generally,  pro¬ 
curements  may  be  negotiated  by  the 
sponsor  if: 

(1)  The  public  exigency  will  not 
permit  the  delay  incident  to  advertis¬ 
ing; 
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(2)  The  material  or  service  to  be  pro¬ 
cured  is  available  from  only  one 
person  or  firm:  (All  contemplated  sole 
source  procurements  where  the  aggre¬ 
gate  expenditure  Is  expected  to  exceed 
$5,000  shall  be  referred  to  the  State 
agency  for  prior  approval); 

(3)  The  aggregate  amount  involved 
does  not  exceed  $10,000; 

(4)  The  contract  is  for  personal  or 
professional  services,  or  for  any  service 
to  be  rendered  by  a  university,  college 
or  other  educational  institution; 

(5)  No  acceptable  bids  have  been  re¬ 
ceived  after  formal  advertising; 

(6)  The  purchases  are  for  highly  per¬ 
ishable  materials,  for  material  or  ser¬ 
vices  where  the  prices  are  established 
by  law,  if  procured  at  the  lowest  appli¬ 
cable  price  for  technical  items  or 
equipment  requiring  standardization 
and  interchangeability  of  parts  with 
existing,  for  experimental,  develop¬ 
mental  or  research  work,  for  supplies 
purchased  for  authorized  resale,  and 
for  technical  or  specialized  supplies  re¬ 
quiring  substantial  initial  investment 
for  manufacture; 

(7)  Otherwise  authorized  by  law, 
rules  or  regulations.  Notwithstanding 
the  existence  of  circumstances  justify¬ 
ing  negotiation,  competition  shall  be 
obtained  to  the  maximum  extent  prac¬ 
ticable. 

(vii)  Contracts  shall  be  made  only 
with  responsible  contractors  who  pos¬ 
sess  the  potential  ability  to  perform 
successfully  imder  the  terms  and  con¬ 
ditions  of  a  proposed  procurement. 
Consideration  shall  be  given  to  such 
matters  as  contractor  integrity,  record 
of  past  performance,  financial  and 
technical  resources,  or  accessibility  to 
other  necessary  resources. 

(viii)  Procurement  records  or  files 
for  purchases  in  amounts  in  excess  of 
$10,000  shall  provide  at  least  the  fol¬ 
lowing  pertinent  information:  justifi¬ 
cation  for  the  use  of  negotiation  in 
lieu  of  advertising,  contractor  selec¬ 
tion,  and  the  basis  for  the  cost  or  price 
negotiated. 

(ix)  A  system  for  contract  adminis¬ 
tration  shall  be  maintained  to  assure 
contractual  conformance  with  terms, 
conditions,  and  specifications  of  the 
(x>ntract  or  order,  and  to  assure  ade¬ 
quate  and  timely  followup  of  all  pur¬ 
chases. 

(d)  The  sponsor  shall  include,  in  ad¬ 
dition  to  provisions  to  define  a  sound 
and  complete  agreement,  the  following 
provisions  in  all  contracts  and  subcon¬ 
tracts: 

(1)  Contracts  shall  contain  contrac¬ 
tual  provisions  or  conditions  which 
will  allow  for  administrative,  contrac¬ 
tual,  or  legal  remedies  in  instances 
where  contractors  violate  or  breach 
contract  terms,  and  provide  for  such 
sanctions  and  penalties  as  may  be  ap¬ 
propriate. 

(2)  All  contracts  in  amounts  which 
are  in  excess  of  $10,000  shall  contain 


suitable  provisions  for  termination  by 
the  sponsor,  including  the  manner  by 
which  it  will  be  effected  and  the  basis 
for  settlement.  In  addition,  such  con¬ 
tracts  shall  describe  conditions  under 
which  the  contract  may  be  terminated 
for  default  as  well  as  conditions  where 
the  contract  may  be  terminated  be¬ 
cause  of  circumstances  beyond  the 
control  of  the  contractor. 

(3)  All  contracts  awarded  by  spon¬ 
sors  and  their  contractors  or  subcon¬ 
tractors  having  a  value  of  more  than 
$10,000  shall  contain  a  provision  re¬ 
quiring  compliance  with  Executive 
Order  11246,  entitled  “Equal  Employ¬ 
ment  Opportiinity”,  as  amended  by 
Exective  Order  11375,  and  as  supple¬ 
mented  in  Department  of  Labor  regu¬ 
lations  (41  CFR  Part  60). 

(4)  Contracts  or  agreements,  the 
principal  purpose  of  which  is  to  create, 
develop,  or  improve  products,  process¬ 
es  or  methods,  or  for  exploration  into 
fields  which  directly  concern  public 
health,  safety,  or  welfare,  or  contracts 
in  the  fields  of  science  or  technology 
in  which  there  has  been  little  signifi¬ 
cant  experience  outside  of  work 
funded  by  Federal  assistance,  shall 
contain  a  notice  to  the  effect  that 
matters  regarding  rights  to  inventions, 
and  materials  generated  under  the 
contract  or  agreement  are  subject  to 
the  regulations  issued  by  the  Depart¬ 
ment  and  the  sponsor.  The  contractor 
shall  be  advised  as  to  the  source  of  ad¬ 
ditional  information  regarding  these 
matters. 

(5)  All  negotiated  contracts  (except 
those  of  $10,000  or  less)  awarded  by 
sponsors  shall  include  a  provision  to 
the  effect  that  the  State  agency,  the 
Comptroller  General  of  the  United 
States,  or  any  of  their  duly  authorized 
representatives,  shall  have  access  to 
any  books,  documents,  papers,  and  re¬ 
cords  of  the  contractor  which  are  di¬ 
rectly  pertinent  to  a  specific  program 
for  the  purpose  of  making  audits,  ex¬ 
aminations,  excerpts,  and  transcrip¬ 
tions. 

(6)  Contracts  and  subcontracts  of 
amounts  in  excess  of  $100,000  shall 
contain  a  provision  which  requires  the 
recipient  to  agree  to  comply  with  all 
applicable  standards,  orders,  or  regula¬ 
tions  issued  pursuant  to  the  Clean  Air 
Act  of  1970.  Violations  shall  be  report¬ 
ed  to  the  State  agency  and  the  Re¬ 
gional  Office  of  the  Environmental 
Protection  Agency. 

§  225.16  Prohibitions. 

(a)  The  value  of  benefits  and  assis¬ 
tance  available  under  the  Program 
shall  not  be  considered  as  income  or 
resources  of  recipients  and  their  fam¬ 
ilies  for  any  purpose  under  Federal, 
State  or  local  laws,  including,  but  not 
limited  to,  laws  relating  to  taxation, 
welfare,  and  public  assistance  pro¬ 
grams. 

(b)  Expenditure  of  funds  from  State 
and  local  sources  for  the  maintenance 


of  food  programs  for  children  shall 
not  be  diminished  as  a  result  of  funds 
received  under  the  Act  and  a  certifica¬ 
tion  to  this  effect  shall  become  part  of 
the  agreement  provided  for  in 
§  225.3(c). 

§  225.17  Free  meal  policy. 

(a)  The  State  agency  shall  require 
each  applicant  sponsor  to  develop,  at 
the  time  the  applicant  sponsor  applies 
for  Program  participation,  a  written 
policy  statement  concerning  free 
meals  to  be  used  uniformly  at  all  sites 
under  its  jurisdiction  as  required  in 
this  section.  Applicant  sponsors  shall 
not  be  approved  for  participation 
unless  the  free  meal  policy  statement 
has  been  approved. 

(b)  A  sponsor  which  serves  all  meals 
free  to  attending  children  shall  devel¬ 
op  a  policy  statement  which  consists 
of  an  assurance  to  the  State  agency 
that  all  children  are  served  the  same 
meals  at  no  separate  charge,  regard¬ 
less  of  race,  color,  or  national  origin, 
and  that  there  is  no  discrimination  in 
the  course  of  the  food  service. 

(c)  A  camp  which  serves  meals  at  no 
separate  charge  to  attending  children 
shall  develop  a  policy  statement  which 
consists  of  an  assurance  to  the  State 
agency  that  all  children  are  served  the 
same  meals  at  no  separate  charge,  re¬ 
gardless  of  race,  color,  or  national 
origin,  and  that  there  is  no  discrimina¬ 
tion  in  the  course  of  the  food  service. 

(d)  A  camp  which  charges  separately 
for  meals  shall  develop  a  policy  state¬ 
ment  for  determining  eligibility  for 
free  meals  which  shall  include  the  fol¬ 
lowing: 

(1)  The  specific  criteria  to  be  used  in 
determining  eligibility  for  free  meals. 
The  camp’s  standards  of  eligibility 
shall  be  in  conformity  with  the  State’s 
family  size  and  income  standards  for 
free  and  reduced  price  school  meals. 

(2)  A  description  of  the  method  or 
methods  to  be  used  in  accepting  appli¬ 
cations  from  families  for  free  meals. 

(3)  A  description  of  the  method  or 
methods  to  be  used  to  collect  pay¬ 
ments  from  those  children  paying  the 
full  price  of  the  meal  which  will  pro¬ 
tect  the  anonymity  of  the  children  re¬ 
ceiving  a  free  meal. 

(4)  An  assurance  that  the  camp  will 
establish  a  hearing  procedure  which 
provides:  (i)  A  simple,  publicly  an¬ 
nounced  method  for  a  family  to  make 
an  oral  or  written  request  for  a  hear¬ 
ing:  (ii)  an  opportunity  for  the  family 
to  be  assisted  or  represented  by  an  at¬ 
torney  or  other  person  in  presenting 
its  appeal;  (iii)  an  opportunity  to  ex¬ 
amine,  prior  to  and  during  the  hear¬ 
ing,  the  documents  and  records  pre¬ 
sented  to  support  the  decision  under 
appeal;  (iv)  that  the  hearing  shall  be 
held  with  reasonable  promptness  and 
convenience  to  the  family  and  that 
adequate  notice  shall  be  given  to  the 
family  as  to  the  time  and  place  of  the 
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hearing:  (v)  an  opportunity  for  the 
family  to  present  oral  or  documentary 
evidence  and  agreements  supporting 
its  position  without  undue  interfer¬ 
ence:  (vi)  an  opportunity  for  the 
family  to  question  or  refute  any  testi¬ 
mony  or  other  evidence  and  to  con¬ 
front  and  cross-examine  any  adverse 
witnesses:  (vii)  that  the  hearing  shall 
be  conducted  and  the  decision  made 
by  a  hearing  official  who  did  not  par¬ 
ticipate  in  making  the  decision  under 
appeal:  (viii)  that  the  decision  of  the 
hearing  official  shall  be  based  on  the 
oral  and  documentary  evidence  pre¬ 
sented  at  the  hearing  and  made  a  part 
of  the  hearing  record:  (ix)  that  the 
family  and  any  designated  representa¬ 
tives  shall  be  notified  in  writing  of  the 
decision  of  the  hearing  official:  (x) 
that  a  written  record  shall  be  prepared 
with  respect  to  each  hearing,  which 
shall  include  the  decision  under 
appeal,  any  documentary  evidence  and 
a  sumary  of  any  oral  testimony  pre¬ 
sented  at  the  hearing,  the  decision  of 
the  hearing  official,  including  the  rea¬ 
sons  therefor,  and  a  copy  of  the  notifi¬ 
cation  to  the  family  of  the  decision  of 
the  hearing  official:  and  (xi)  that  such 
written  record  of  each  hearing  shall  be 
preserved  for  a  period  of  three  years 
and  shall  be  available  for  examination 
by  the  family  or  its  representatives  at 
any  reasonable  time  and  place  during 
such  period. 

(5)  An  assurance  that  there  will  be 
no  identification  of  free  meal  recipi¬ 
ents  and  no  discrimination  against  any 
child  on  the  basis  or  race,  color,  or  na¬ 
tional  origin. 

(e)  The  hearing'  procedure  pre¬ 
scribed  under  paragraph  (d)(4)  of  this 
section  shall  be  followed  when  a  camp 
challenges  the  eligibility  of  any  child 
for  a  free  meal.  During  the  pendency 
of  the  challenge,  the  child  shall  con¬ 
tinue  to  receive  the  free  meal  to  which 
he  is  entitled  under  the  eligibility 
standards  announced  by  the  camp 
based  upon  the  information  supplied 
in  the  application  made  by  the  family. 

(f)  Each  sponsor  shall  make  avail¬ 
able  on  an  annual  basis  to  the  infor¬ 
mation  media  serving  the  area  from 
which  the  sponsor  draws  its  atten¬ 
dance  a  public  release  announcing  the 
availability  of  free  meals  to  children. 
Each  camp  shall  make  available  on  an 
annual  basis  to  all  participants  an  an¬ 
nouncement  of  the  availability  of  free 
meals  to  children  meeting  the  ap¬ 
proved  eligibility  criteria.  The  public 
announcement  must  also  state  that 
meals  are  available  to  all  children  in 
attendance  without  regard  to  race, 
color,  or  national  origin. 

§  225.  18  Other  provisions. 

(a)  Grant  closeout  procedures.  Grant 
closeout  procedures  for  the  Program 
shall  be  in  accordance  with  Attach¬ 
ment  K  of  the  Office  of  Management 
and  Budget  Circular  A-110  (41  FR 


32016,  July  30.  1976),  or  Attachment  L 
of  the  Office  of  Management  and 
Budget  Circular  A-102  (42  FR  45828, 
September  12,  1977),  whichever  is  ap¬ 
plicable. 

(b)  Termination  for  cause.  The  De¬ 
partment  may  terminate  a  State  agen¬ 
cy’s  participation  in  the  Program  in 
whole,  or  in  part,  whenever  it  is  deter¬ 
mined  that  the  State  agency  has  failed 
to  comply  with  the  conditions  of  the 
Program.  The  Department  shall 
promptly  notify  the  State  agency  in 
writing  of  the  termination  and  reason 
for  the  termination,  together  with  the 
effective  date  ^nd  shall  allow  the 
State  30  days  to  respond.  In  instances 
where  the  State  does  respond,  the  De¬ 
partment  shall  inform  the  State  of  its 
final  determination  no  later  than  30 
days  after  the  State  responds.  A  State 
agency  shall  terminate  a  sponsor’s 
participation  in  the  Program  by  writ¬ 
ten  notice  whenever  it  is  determined 
by  FNS  or  the  State  agency  that  the 
sponsor  has  failed  to  comply  with  the 
conditions  of  the  Program.  When  par¬ 
ticipation  in  the  Program  has  been 
terminated  for  cause,  any  funds  paid 
to  the  State  agency  or  a  sponsor  or 
any  recoveries  by  FNS  from  the  State 
agency  or  by  the  State  agency  from  a 
sponsor  shall  be  in  accordance  with 
the  legal  rights  and  liabilities  of  the 
parties. 

(c)  Termination  for  convenience. 
The  Department  and  the  State  agency 
may  terminate  the  State  agency’s  par¬ 
ticipation  in  the  Program  in  whole,  or 
in  part,  when  both  parties  agree  that 
the  continuation  of  the  Program 
would  not  produce  beneficial  results 
commensurate  with  the  further  ex¬ 
penditure  of  funds.  The  two  parties 
shall  agree  upon  the  termination  con¬ 
ditions,  including  the  effective  date 
and,  in  the  case  of  partial  termination, 
the  portion  to  be  terminated.  The 
State  Agency  shall  not  incur  new  obli¬ 
gations  for  the  termination  portion 
after  the  effective  date,  and  shall, 
cancel  as  many  outstanding  obliga¬ 
tions  as  possible.  The  Department 
shall  allow  full  credit  to  the  State 
agency  for  the  Federal  share  of  the 
Noncancellable  obligations  properly 
incurred  by  the  State  agency  prior  to 
termination.  A  State  agency  may  ter¬ 
minate  a  sponsor’s  participation  in  ac¬ 
cordance  with  this  paragraph. 

(d)  State  requirements.  Nothing  con¬ 
tained  in  this  part  shall  prevent  a 
State  agency  from  imposing  additional 
operating  requirements  which  are  not 
inconsistent  with  the  provisions  of  this 
part:  Provided,  however.  That  such  ad¬ 
ditional  requirements  shall  not  deny 
the  Program  to  an  area  in  which  poor 
economic  conditions  exist,  and  shall 
not  result  in  a  significant  number  of 
needy  children  not  having  access  to 
the  Program.  The  State  agency  shall, 
prior  to  imposing  any  additional  re¬ 
quirements.  receive  approval  from 
FNSRO. 


§  225.19  Program  information. 

Persons  desiring  information  con¬ 
cerning  the  Program  may  write  to  the 
appropriate  State  agency  or  Regional 
Office  of  FNS  as  indicated  below: 

(a)  In  the  States  of  Connecticut. 
Maine,  Massachusetts,  New  Hamp¬ 
shire.  Rhode  Island,  and  Vermont: 
New  England  Regional  Office,  FNS, 
UJS.  Department  of  Agriculture,  34 
Third  Avenue,  Burlington.  Mass. 
01803. 

(b)  In  the  States  of  Delaware,  Dis¬ 
trict  of  Columbia,  Maryland.  New 
Jersey,  New  York,  Pennsylvania. 
Puerto  Rico,  Virginia,  Virgin  Islands, 
and  West  Virginia:  Mid- Atlantic  Re¬ 
gional  Office,  FNS,  U.S.  Department 
of  Agriculture,  One  Vahlsing  Center, 
Robbinsville,  N.J.  08691. 

(c)  In  the  States  of  Alabama.  Flor¬ 
ida.  Georgia,  Kentucky.  Mississippi, 
North  Carolina,  South  Carolina,  and 
Tennessee:  Southeast  Regional  Office, 
FNS,  U.S.  Department  of  Agriculture, 
1100  Spring  Street  NW.,  Atlanta.  Ga. 
30309. 

(d)  In  the  States  of  Illinois.  Indiana, 
Michigan.  Minnesota.  Ohio  and  Wis¬ 
consin:  Midwest  Regional  Office,  FNS, 
U.S.  Department  of  Agriculture,  536 
South  Clark  Street,  Chicago,  Ill. 
60605. 

(e)  In  the  States  of  Colorado,  Iowa, 
Kansas.  Missouri,  Montana.  Nebraska, 
North  Dakota,  ^uth  Dakota,  Utah, 
and  Wyoming:  Mountain  Plains  Re¬ 
gional  Office,  FNS,  U.S.  Department 
of  Agriculture,  2420  West  26th 
Avenue,  room  430D,  Denver,  Colo. 
80211. 

(f)  In  the  States  of  Arkansas,  Louisi¬ 
ana.  New  Mexico,  Oklahoma,  and 
Texas:  Southwest  Regional  Office, 
FNS,  U.S.  Department  of  Agriculture, 
1100  Commerce  Street,  room  5-C-30, 
Dallas,  Tex.  75242. 

(g)  In  the  States  of  Alaska,  Ameri¬ 
can  Samoa.  Arizona,  California,  Guam, 
Hawaii.  Idaho,  Nevada,  Oregon,  Trust 
Territory  of  the  Pacific  Island,  the 
Northern  Mariana  Islands,  and  Wash¬ 
ington:  Western  Regional  Office,  FNS. 
U.S.  Department  of  Agriculture,  550 
Kearny  Street,  room  400,  San  Francis¬ 
co,  Calif.  94108. 

(Catalog  of  Federal  Domestic  Assistance 
Programs  No.  10.559) 

Note:  The  Pood  and  Nutrition  Service  has 
determined  that  this  document  does  not 
contain  significant  proposals  requiring  prep¬ 
aration  of  an  economic  impact  statement 
under  Executive  Order  11821  and  Office  of 
Management  and  Budget  C:ircular  A-107. 

Note:  The  reporting  and/or  recordkeeping 
requirements  contained  herein  have  been 
approved  by  the  Office  of  Management  and 
Budget  in  accordance  with  the  Federal  Re¬ 
ports  Act  of  1942. 

Dated:  March  22, 1978. 

Carol  Tucker  Foreman, 
Assistant  Secretary. 

(FR  Doc.  78-8021  FUed  3-27-78;  8:45  am] 
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